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FOREWORD 


To capture an individual’s experience in the field of political and economic 
development, and to permit him to reflect upon its meaning Nvhile it is still 
fresh in his mind, has seemed to the Trustees of the Twentieth Century Fund 
a highly worthwhile objective. Mr. Louis Walinsky represented the case of a 
man who for several years had been closely involved in the development of 
post-war Burma; his intimate knowledge of the country’s processes of growth 
and development placed him in a unique position to survey this scene, still 
comparatively little known to Americans. 

The Fund’s interest was increased by the fact of its being in the midst of a 
major survey, under the direction of Professor Gunnar Myrdal, of South Asia. 
The detailed elaboration of economic development in one South Asian coun¬ 
try promised to be helpful to the larger study, now in preparation. Taken by 
itself, moreover, the study promised to be a significant contribution to under¬ 
standing of the developmental process. The price many other countries will 
have to pay for development can be seen in the light of Burma’s experience — 
a price to be judged not only in economic terms, but in terms of effort, sacrifice 
of old ways, and adjustment to novel methods and values. 

Mr. Walinsky in his Introduction has explained the circumstances of his 
work in Burma. It involved the participation of an American firm of economic 
consultants, working in close consultation with the country’s leaders and 
planners. The record here presented includes chapters on the social and his¬ 
torical aspects of Burma, on a canvas inevitably wider than the issues of 
practical, day-to-day planning. That an American economist should have 
combined his task with so large a perspective and so deep a concern for Bur¬ 
mese life as a whole is in itself encouraging. 

Burma is a country which never really resigned itself to a colonial status and 
struggled against diverse forces to attain a true independence. Its success in 
creating durable institutions and achieving satisfactory progress is a matter 
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Foreword 


of importance to the South Asian area and far beyond. The Twentieth Cen¬ 
tury Fund hopes that this record by a scholar objective and critical in his 
treatment, yet with a profound sympathy for the country, will make a con¬ 
tribution to American understanding of Burma and also, perhaps, to progress 
within Burma itself. 

AUGUST HECKSCHER, Director 
The Twentieth Century Fund 
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reader, I trust, will soon find them also familiar. 
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INTRODUCTION 


This study in a sense completes a mission I undertook in Burma in September 
1953 — a mission which was still incomplete when I left Burma in February 
1959. During that time, as General Manager and Chief Economist of the field 
staff provided by Robert R. Nathan Associates, Inc., economic consultants to 
the Government of Burma, I served as chief economic advisor to the Govern¬ 
ment. The job of our field staff, with the advice, assistance and general super¬ 
vision of the Robert R. Nathan home organization, was to help the Govern¬ 
ment in carrying out the comprehensive long-term economic and social 
development program which had just been completed with the assistance of 
the so-called K.T.A. combined engineering and economic planning team. 
(The Robert R. Nathan firm had been the economic arm of that combined 
team from 1951 to 1953, and I had participated in that effort as well, although 
on a part-time consulting basis.) 

The job required our team to advise and assist the Government in periodic 
adaptations of the long-term development plan; in annual budgeting and 
fiscal, foreign exchange, capital investment, import and other programing; in 
formulating central economic policies; in measuring and evaluating program 
progress; in improving program implementation; and also to perform numer¬ 
ous staff functions, as in foreign exchange control operations and assistance 
in loan, joint venture and other negotiations; and, in general, to make our¬ 
selves as useful as possible. In performing these services, our relations with the 
Government, its leaders, its organizations and agencies and its officials were 
continuous and intimate. Our organizational attachments were to the Eco¬ 
nomic and Social Board and to the Ministry of National Planning, both 
of which, for most of the period, were headed by the Prime Minister. We 
were, in effect, part of the Prime Minister’s Office, and participated — some¬ 
times as advisors, sometimes as members, sometimes as staff — in every im¬ 
portant central standing or ad hoc committee concerned with economic 
affairs, up to and including the Economic and Social Board itself. The agenda 
and papers for such meetings, when not initiated by our group, almost always 
included our advisory opinions and comments. 
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Introduction 


This study is, therefore, unusual in that it has been done, so to speak, from 
the inside. It has the advantages, but also the possible disadvantages, which 
derive from the fact that I was a participant — even a partisan — in the experi¬ 
ence I have attempted in this study to describe and appraise objectively. But 
while I have tried to be objective, the reader is entitled to approach the work 
with some doubt as to my success on this score. 

This raises also the question of motivations. Why did I undertake this 
work ? Perhaps I should state first some possible motivations which were not 
involved. I did not write this book to describe or justify the roles which the 
Robert R. Nathan firm, my colleagues on the field staff, and I played. These 
roles would make an interesting story, but the telling of that story is not my 
purpose here. Our part in the experience does enter into the account, as it 
must, but to — I believe — a less than warranted degree. Nor was it my desire 
to “reveal all” in a “Now it can be told” account. Readers who hope to find 
the study spiced with personal tidbits and revelations will be disappointed. 
They will find here nothing which, I believe, the chief dramatis personae 
would object to as extraneous or inessential to a serious analysis and appraisal 
of Burma’s economic development experience in the 19508. This also applies 
to the very few citations I have made from key memoranda in my own files. 

I undertook this work chiefly because it was a matter of personal necessity, 
but also because I thought that a case study of Burma’s unic]uc experience in 
the 1950S would make a useful contribution to the literature on economic 
development. 

Our firm left Burma in February 1959, on the advent of General Ne Win’s 
Caretaker Government, with its job not yet done. The political split and 
crisis of 1958 had made it impossible for the A.F.P.F.L. Government to rectify 
its economic policies, strengthen its public administration, improve its man¬ 
agement of the public enterprises and, in general, more effectively implement 
its development program. Unfortunately the crisis had occurred just when the 
accumulated experience of the previous years gave promise that the Govern¬ 
ment would be more receptive to action along these necessary lines. (The Ne 
Win Government did carry out many such actions, but by then we were no 
longer there.) This accounts for the feeling of incompletion with which I left 
Burma. I wanted to think through the experience, attain as much perspective 
as I could, and derive from it whatever lessons might be useful to Burma in 
her further efforts to achieve economic development. Only thus, I felt, could 
I be truly finished with the job. 

This was not, however, my sole motivation. I had had some exposure to 
problems of economic reconstruction and development elsewhere and, al¬ 
though I had not been able, during my service in Burma, to keep up with the 
rapidly growing literature to the extent I should have liked, I had a keen in¬ 
terest in this field. I hoped through this study to acquire — particularly by a 



Introduction xxiii 

consideration of how much of the Burmese experience was of a general, rather 
than a particular, significance — a better understanding of economic develop¬ 
ment problems in other countries, and of problems of United States and West¬ 
ern aid policy and practice. 

These motivations explain the organization of the study. Since relatively 
few Americans know very much about Burma as it was before World War II, 
Part I of this book is devoted to background material — including informa¬ 
tion on geography and resources, the days of the kings, the British occupa¬ 
tion, the structure of the economy just before World War II, and the economic 
aspirations which accompanied the independence struggle. This material rests 
on a few sources only and makes no pretense to authority. Part II deals with 
the formulation in the post-independence period of development plans and 
programs, culminating in the so-called Comprehensive Development Plan of 
1953. Part III presents a chronological account of the changing emphases and 
central problems which concerned the policy-makers and planners from 1952 
through i960. Part IV is devoted to the implementation experience in the 
public and private sectors, and to the total outcomes and impact of the pro¬ 
gram. Part V analyzes the many problems — insecurity, manpower, finance, 
administration, etc. — which affected implementation in all fields. And Part 
VI, finally, considers the significance of the experience — for Burma, for other 
countries seeking economic development and for U. S. and Western aid policy 
and practice. 

The book is a long one — perhaps too long. I thought, however, that a full 
documentation and illustration might be welcomed by two groups of readers 
— those interested in comparing the Burmese experience with others they 
know better, and those interested in having an ample basis for drawing their 
own conclusions. My own involvement in the experience gave especial weight 
to the latter of these considerations. It occurred to me also that many readers 
might not wish to wade through the entire book. 1 thought, therefore, that the 
several parts should each be full-bodied, so that selective reading might still 
do justice to that part of the ex[)ericnce with which it deals. 

As I reflect on the job I have done, I am conscious that it may convey a 
distorted picture. I have been so intent upon seeking out and analyzing the 
weaknesses of Burma’s effort that 1 have failed adequately to portray its many 
positive accomplishments. The net effect, I fear, despite the record presented 
in Chapter 20, may be to convey the impression that the entire effort was 
hopelessly botched, mismanaged and wasted. This was not the case. Much 
was accomplished. Progress was made. The essential failure of the effort was 
not that it accomplished nothing; it was that it could — and should — have 
accomplished so much more than it did. I have concentrated on the weak¬ 
nesses and failings of the experience, not because I wished to misrepresent it, 
but because it was from them that the lessons I sought to learn were chiefly 
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to be found. I hope my Burmese friends, when they read this book, will keep 
this in mind. I believe many of them will share the view of the former 
Minister who exhorted me, when I visited Burma early in 1961, to “Make 
your book really critical. Only in this way can you help.” 

I complete this study with the conviction that countries seeking economic 
development, and others interested in helping them achieve it, can learn much 
from Burma’s experience. This conviction was bolstered, while I was engaged 
on the study, by such reading in the literature as I was able to do, by many 
discussions with friends and colleagues familiar with development prob¬ 
lems in other underdeveloped countries, and by the reactions expressed by a 
number of young people from these countries. I had the opportunity to speak 
to these young people about economic development problems in Burma, in 
connection with their professional studies in this country, and they said to me, 
in effect, “This all sounds very much like our own problems, at home.” The 
conviction derives even more, however, from the attempt I have made to 
probe through successive levels of causation from the surface down in order 
to get to the root causes which explain the shape and course of Burma’s ex¬ 
perience. These causes, I am sure, are common to most underdeveloped coun¬ 
tries which have recently embarked, or are about to embark, upon major 
economic development efforts. 

It is not strange that this should be so. What Burma has in common, in 
greater or lesser degree, with most underdeveloped countries extends far be¬ 
yond the much-cited cycle of low income, low savings and low investment; 
the poor literacy and ill health; the shortages of skilled labor and technicians; 
the embryonic middle-class and limited entrepreneurial capacities; the tropical 
or semi-tropical climate unconducive to persistent effort; the economy geared 
to the use of barter in exchange transactions; and the primitive agricultural 
sector — all of which are commonly taken as bench marks of underdevelop¬ 
ment. 

Burma also shares with the most significant of these underdeveloped coun¬ 
tries— particularly with many in Asia and Africa — a colonial heritage; an 
independence achieved only after World War II; an electorate and leadership 
unschooled in the ways of democratic self-government; a tendency to equate 
colonialism with imperialism and capitalism and, hence, strong socialist tend¬ 
encies and ideology; a strong animus toward foreign influence and position 
in their economies; an identification of industrialization with development 
and progress; a civil service and public administration weakened by inde¬ 
pendence and heavily burdened by new tasks; a desire for a position of 
neutrality in the international power struggle; and a number of debilitating 
illusions about the nature and difficulty of the development process.^ In polit¬ 
ical terms, Burma also shared with many of these countries a one-party domi¬ 
nation of the political scene, a leadership pledged to produce welfare and a 

1. India and a few other countries may be exempt from some of this series. 
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political need to “deliver” it. Finally, Burma has, as do these other countries, 
a unique and complex set of traditional attitudes, values, behavior patterns and 
social relations which are, for the most part, not conducive but arc even 
inimical to economic development. (Burma differs in her development prob¬ 
lems from most of these countries chiefly in the abundance of her natural re¬ 
sources relative to population, in the considerable World War II damage she 
sustained, in the civil insurrection she has suffered since shortly after inde¬ 
pendence, and in her long-term prospects for a favorable balance of interna¬ 
tional payments.) 

These and similar common factors act as built-in brakes on economic de¬ 
velopment in these countries and offset to a considerable degree the energizing 
fuels pumped into their development engines in the form of capital invest¬ 
ment and technical know-how. While the importance of many of these 
built-in brakes is fully recognized, the significance of others is not. Among the 
latter, special attention needs to be given to the roles of ineffective and corrupt 
public administrations, inadeciuate civil service organizations and staff, poor 
management in the public enterprises, misdirected economic policies, lack of 
appreciation — even when animus is not present — of the contribution to 
development goals which private individuals and firms can make, impractical 
personnel and other requirements imposed on foreign investors, and, even 
more importantly, discrimination against resident alien and minority groups 
who frequently possess more capacity and initiative for economic activity than 
do indigenous populations. Also less than adecjuately appreciated are such 
factors as the contempt displayed for manual or dirty work, the exaggerated 
respect and deference paid to seniors, the extended family principle, and the 
many religious customs, taboos and values, especially those which abhor the 
taking of animal life and which emphasize giving rather than accumulation. 

Reflection on Burma’s experience has convinced me that problems of eco¬ 
nomic development would be eased enormously if some of the hard truths 
underlying the process were more generally understood in the underdeveloped 
countries. It would be extremely helpful if they could come to realize that 
development is not a simple, quick or easy process; that economic develop¬ 
ment can take place only as part of a broader social and cultural change; that 
independence does not automatically bring welfare in its wake; that planning, 
investment and technical assistance, in the absence of effective implementa¬ 
tion, do not suffice; and that development cannot enable them, in the next five, 
ten or even twenty years, to modernize and transform their economies, much 
less to “catch up with the West.” Within such a time span, they cannot even 
reduce, in absolute terms, the ever-widening gap between productivity and in¬ 
come which exists between the advanced and underdeveloped countries.^ 

2. If a country with an annual per capita income of $50, for example, could achieve a growth 
rate of 4 per cent per year in that income, this would amount initially to an income increase of 
only $2 per capita per year— as compared with the $20 per capita increase in annual income 
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It is equally important that the underdeveloped countries realize the need 
for realistic goals and approaches; for patient, persistent and unremitting 
determination and effort; for sacrifices of present consumption in favor of 
savings and investment; and for numerous structural and cultural accom¬ 
modations in their societies and in their ways of life to clear the way for, and 
to stimulate and foster, the growth process. It is in fact essential that they 
realize at how high a price development comes. Only as this realization takes 
hold can their desires and determination to achieve development become truly 
significant. 

But the lack of these awarenesses is itself one of the conditions of under¬ 
development. And the communication of such understandings to the people 
and leaders of the underdeveloped countries is as difficult and challenging a 
problem as any the West has to solve in its efforts to assist the underdeveloped 
world. It is my hope that this study may make some contribution to these 
understandings. 

LOUIS J. WALINSKY 

Washington, D. C. 

June 1961 


POSTSCRIPT 

In concluding my appraisal, in Chapter 3^5, of what Prime Minister U Nu’s 
Pyidaungsu government had learned, and failed to learn, from the experi¬ 
ence of the 1950S, I wrote, in May 1961 : “Some of the important lessons of the 
past, it appeared, had been learned only too well; others appeared not to have 
been learned at all. The confidence of the citizenry had been severely shaken 
.. . And a new failure might see a new, and this time more permanent, mili¬ 
tary take over, with unforeseeable consequences for the future of democratic 
government.” 

While this book is still at press, early in March 1962, this possibility has been 
realized. General Ne Win has once again seized control of the government. 
But whereas his earlier assumption of power in September 1958 observed, at 
least superficially, constitutional forms, and was pledged, as soon as fair and 
free elections could be held, to surrender power once again to a duly elected 
civilian government, the recent action was in open violation of the Constitu¬ 
tion and clearly envisages a prolonged period of military rule. 


which a Western country would achieve with only a 2 per cent increase in per capita income 
starting from a base of $1,000 per year, or the $40 per capita increase in annual income which 
the United States would achieve with the same 2 per cent increase in per capita income, starting 
from a base of some $2,000 per year. The only feasible near-term reduction in the “gap” then 
is in the rate of growth. Absolute reduction in the per capita income gap, within say a twenty- 
year time span, is not foreseeable at all. 
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Superficially, return of the military government would once again con¬ 
tribute to at least greater national unity, more decisive government and deci¬ 
sion-making, improved law and order and social discipline, and more efficient 
operation of the public services and enterprises, although the realization of 
even these prospects will depend on the continued passive acceptance by the 
Burmese people (including the minority groups) of the new dispensation, 
and on the continued unity and integrity of the ruling military elite. More 
fundamentally, this unhappy finis to Burma’s post-independence development 
effort within a framework of democratic consent should serve as one more 
dramatic warning to the newly emerged and emerging nations that are cur¬ 
rently embarking on the quest for development. It is a warning that the lack 
of realism and clarity in development goals, ineffective and irrcs])onsible 
leadership, confused policies and poor administration and implementation, all 
aggravated by the lack of political accountability in a one-party government, 
will endanger not only the success of their development efforts, but the very 
existence of democratic government as well. 

Louis J. Walinsky 
March 6, 1962 
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Geography and Basic Resources 


GEOGRAPHY^ 

Shaped roughly like a diamond kite some 500 miles across and 800 miles 
from north to south, and with the long, narrow Tenasserim coastal strip 
extending like the kite’s tail another 500 miles down the Malay Peninsula, 
Burma sits on the Bay of Bengal and the Andaman Sea, bounded on the land 
side by East Pakistan, India, China, Laos and Thailand. Her 20 million 
people occupy an area of 262,000 square miles, about that of Texas, a little 
larger than that of France and nearly double that of Japan. Lying between 10 
and 28 degrees north latitude, about two thirds of the country is in the 
Tropical Zone, one third in the Temperate Zone. The land boundaries are for 
the most part mountainous and extremely difFicult of passage. The water 
boundaries on the south form a deep recess between the Indian siib-conlincut 
to the west and the Malay Peninsula and the East Indies to the cast and south¬ 
east. Sea routes connecting these areas bypassed Burma in earlier centuries. 
These geographic features have contributed greatly to Burma’s historic isola¬ 
tion from the world. 

The Tibetan mountain ranges, which set off the land barriers of the 
country as a whole, carry through to a series of lesser hills within the country. 
The Arakan Yomas separate the Arakan coastal strip from the rest of the 
country, and the Pegu Yomas divide the lower central plain. The highland 
plateau of the Shan Hills sets the east central region apart. Surrounding all of 
these is the horseshoe of hills which mark the land frontiers. This varied 
topography is linked with distinctive climatic and other features in several 
areas. The major divisions are the Lower Delta, where rainfall averages about 


I. Except where other sources arc cited, this chapter relies for the most part on the K.T.A. 
Comprehensive Report. 
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100 inches a year; Central Burma, the Dry Zone, where rainfall is something 
less than 40 inches a year; Northern Burma, where rainfall is like that in the 
Lower Delta; the Shan Plateau in the east central area, with rainfall of about 
60 inches a year; and the Arakan and Tenasserim coastal strips in the south¬ 
west and extreme southeast respectively, where the average annual rainfall 
reaches 200 inches. 

Burma has three main seasons: the monsoon or rainy season, lasting for 
about six months from mid-May to mid-October; the “cold” season, lasting 
from about mid-November to some time in February; and the hot season, 
which follows and lasts until the onset of the rains. A minor transitional sea¬ 
son of extremely humid weather follows the rains and lasts about a month. 
This general climatic pattern varies considerably from area to area, depending 
upon the configuration of the land and the intensity of the monsoon. In the 
valleys and the Delta, the temperature rarely falls below 60 degrees (Fahren¬ 
heit) during the “cold” season — and then only at night. Daytime tempera¬ 
tures range from (So to 90 degrees. In the rainy season the temperatures are 
mostly in the upper eighties and lower nineties, and the air is extremely hu¬ 
mid. Hot-season temperatures are not frequently below 90 degrees, and often 
exceed 100 degrees. On the Shan Plateau and in the hills, temperatures are 
lower, and in the cold season frost forms at night. 

When the Burmese first arrived on the scene in the ninth century, report¬ 
edly from the Tibetan area, they settled in the Dry Zone. The Lower Delta 
in those days was for the most part jungle and swampland inhabited by the 
Mons as the Kingdom of Pegu. The Arakanese, with a considerable admix¬ 
ture of Indian blood, occupied the Kingdom of Arakan. The Mons extended 
from Pegu down into the Tenasserim. The Shans, essentially a Siamese peo¬ 
ple, overran the country in the thirteenth century. They were thrown back 
onto the plateau only in the early part of the sixteenth century, after which 
they lived there in relative isolation, paying annual tribute to the Burmese 
kings. 

In the middle of the eighteenth century the Burmese conquered the Mon 
Kingdom of Pegu, laying waste to and depopulating the country. They an¬ 
nexed Arakan only as recently as 1785. Indeed, it was not until this venture 
into the southwestern part of the present Union of Burma that they made 
their first noteworthy contacts with the British in India. Out of this contact 
arose the irritations which led some years later to the beginnings of the Eng¬ 
lish occupation. Bordering what the English called “Divisional Burma” or 
“Burma Proper” in the northern frontier hills are found the Chins, the 
Kachins and the primitive Naga and Wa tribesmen. Cutting across some of 
the areas in Burma Proper are the Karens, who live in three major groups in 
the Lower Delta, on the Delta-Tenasserim border and in the Southern Shan 
States. A diversity of peoples and of language, culture and customs has thus 
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matched Burma’s topographic and climatic differences. The Union of Burma 
of today is a union of diverse areas, peoples and ways of living. 

NATURAL RESOURCES 

Burma is rich in agricultural, fishery, timber, mineral and water resources. 
Of these, the most important are the agricultural resources. Burma has never 
had a food problem. 

Of Burma’s total land area of 163.3 million acres, 41 million acres are general 
crop land; 15 million, paddy land; 34 million, grazing land; and 70 million, 
forest land. Approximately 23 per cent of the land resources were found to be 
in use in a land-use survey made in 1956." 

The most important single crop is rice, for the production of which Burma 
has great natural advantages. Burma, especially the Lower Delta, is a great 
rice bowl; before World War II, her rice exports exceeded 3 million tons per 
year. Though current exports are only some two thirds of [)re-war, Burma is 
still the world’s largest exporter of this important food grain. Other food 
crops, in approximate order of importance, are groundnuts (peanuts), sesa- 
mum, sugar cane, beans and other pulses, onions, millet, chilli, maize, potatoes 
and wheat. Tea and coffee arc grown. Fruits — limes, mangoes, papayas, 
bananas, jackfruit, mangosteens, durians and many others — are abundant, 
and are found in most areas. Cattle, water buffaloes, horses, sheep, goats, pigs, 
geese and chickens arc the chief livestock^ and poultry raised. Among the non¬ 
food crops tobacco, rubber and cotton are the most important. 

Apart from rice, which, though concentrated in the Lower Delta, is the 
major crop throughout the country, the most important items of agricultural 
production in the various regions are groundnuts, pulses, sesamum, millet 
and cotton in the Dry Zone; rubber in the Tenasserim; and livestock, wheat, 
potatoes, fruits and tea in the Shan States. 

Fishing is carried on for the most part in the coastal areas of the Arakan, 
the Lower Delta and the Tenasserim, and ranks as an important industry in 
those areas. Bectic, the best-known local fish, is delicious eating. A consider¬ 
able amount of river and lake fishing is also carried on. Abundant supplies of 
deep-sea fish are available at offshore fishing banks, but these have not been 
adequately exploited by the Burmese, who have yet to develop a widespread 
taste for deep-sea fish. 

The best-known timber resource is teak. Before the war, Burma exported 
annually some 200,000 sawn tons of this unique hardwood, harvested on a 

2. Report of the iMtid and Agricultural Planning Commission, Rangoon, 1956. 

3. Cattle and oxen are used mostly as draft animals. Post-war prohibitions against cattle 
slaughter outside the Shan States were maintained till early in 1959, owing chiefly to the need to 
restore the depicted stock of draft animals and to Buddhist abhorrence of slaughter, and beef was 
not generally available in the rest of Burma. General Nc Win revoked the ban in 1959 but it was 
reinstated by U Nu when he resumed office in i960. 
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sustained-yield basis. Valuable though less well-known hardwoods of other 
kinds abound and have widespread domestic uses. Their total output, in fact, 
substantially exceeds that of teak. Bamboo is also abundant, and forest items 
such as cutch, lac and various kinds of resins and gums are important prod¬ 
ucts. 

Minerals are a significant component of the resource picture. Central 
Burma has substantial reserves of petroleum. The Northern Shan States are 
the home of the famous Bawdwin Mines, which have produced large quan¬ 
tities of lead, zinc, silver and other concentrates. The Mawchi Mines in the 
Kayah (former Karenni) State have long been famous for their tin and tung¬ 
sten, which are also mined in quantity in the Tenasserim area. Substantial re¬ 
serves of sub-bituminous coal exist at Kalewa in the Chindwin area of north¬ 
western Burma, and coal deposits have been located in other areas as well. 
Burma is famous for its rubies, sapphires and jade. Building stone and road 
metals, salt and natural gas are produced in cjuantity. Iron, copper, antimony 
and other ores have been found. 

The major rivers are the Irrawaddy, the Salween and the Sittang. All three 
run roughly from north to south. Together with their tributaries and other 
river systems, they make possible low-cost north-south water transport and 
provide ample sources for hydroelectric power. They present at the same time 
major obstacles to cast-west communications. The Irrawaddy-Chindwin Rive^ 
System provides the chief means of inland water transport, affording some 
1,500 miles of waterways commercially navigable throughout the year. 

POPULATION AND POPULATION CHARACTERISTICS 

From approximately 4 million in 1824,^ Burma’s population has grown to 
about 20 million at the present time. The population density of about 75 per 
square mile creates no strain on her natural resources, and with her moderate 
population increase of perhaps 1.5 per cent per year, population pressure does 
not threaten to create a strain on available resources in the foreseeable future. 

The racial composition of the present population cannot precisely be estab¬ 
lished. The last complete census, taken in 1931, enumerated language groups 
rather than races. Most of the details of the 1941 census were lost during the 
Japanese invasion. Sample censuses taken in 1953, 1954 and 1957 did include 
a racial distribution, but again on the basis of the language spoken. The 1931 
census, in which the total population count was approximately 14.7 million, 
showed less than 9.9 million, or approximately two thirds of the total, as speak¬ 
ing Burmese; close to 3.5 million, almost one quarter of the total, as speaking 
other indigenous languages;® over one million, more than 7 per cent, as 

4. G. E. Harvey, British Rule in Burma, 1824-1^42, Falxir and Fal)cr, London, 1946, j). 14. 

5. The non-Burmesc-speaking indigenous group comprised approximately 1.3 million Karens, 

I million Shans, 344,000 Chins, 305,000 Mons, 176,000 Palaung-Was, 154,000 Kachins and 
145,000 “all other” indigenous language groups. 
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speaking Indian languages; and about 178,000, or t. 2 per cent, as speaking 
Chinese. The most recent census data indicate that of an estimated 20 million 
total population, some 17 million, or 85 per cent, were Burmese by the lan¬ 
guage test; a little over 2 million, some 10 or 11 per cent, were other indigenous 
peoples — Karens, Shans, Chins, Kachins, and so on; approximately 700,000, 
or 3.5 per cent, were Indians and Pakistanis; approximately 250,000, or 1.25 
per cent, were Chinese; and other races were negligible. 

DifTcrences in fertility rates and in health conditions, as between the Bur¬ 
mese-speaking and the non-Burmese-speaking indigenous peoples, may ac¬ 
count in part for the greater relative size of the Burmese group in the data 
of the 1950s than in the 1931 data. The larger part of the change in propor¬ 
tions, however, is undoubtedly due to cultural assimilation and to the fact 
that the sample rural censuses of 1953 and 1954 were taken, for security rea¬ 
sons, in those villages lying closest to the towns, where the proportion of non- 
Burmese-speaking indigenous peoples is probably somewhat smaller than it is 
elsewhere. The decline shown in the Indian-speaking population, in absolute 
as well as in relative terms, may also reflect in part a degree of cultural as¬ 
similation. But the permanent departure of many Indians during and since 
World War II and their lower birth rate (an unusually high percentage of 
this population has historically been comprised of unmarried males) suggests 
that there has been a decline of significant magnitude in this population. 

The Indians, Pakistanis and Chinese are heavily concentrated in urban 
areas. As a result, while Burmese-speaking people constitute roughly three 
quarters of the urban population, they constitute roughly seven eighths of the 
population outside the towns. 

In 1957, some 3,267,000 persons, or about 16 per cent of the total non- 
institutional population, lived in the 252 towns listed by the census. The 
heaviest concentrations of population are naturally found in the Irrawaddy 
basin and the Lower Delta, the lightejjt in the Tenasserim, the Shan States 
and the frontier hill regions. 

By common agreement of foreign observers,® the Burmans are a laughter- 
loving, generous, charming and hospitable people. They also impress foreigners 
with their inherent dignity and courtesy, their tolerance, their improvidence, 
their love of games, gambling and finery, and their quick-tempered capacity 
for sudden violence. 

The geographic and climatic factors which have made agriculture and, 
within that agriculture, rice cultivation the central feature of Burmese eco¬ 
nomic life have affected also the work patterns and characteristics of the 

6. See, for example, W. J. Grant, The New Burma, George Allen and Unwin Ltd. London, 
1942; C. J. Richards, The Burman, An Appreciation, Burma Pamphlets No. 7, Longmans, Green 
& Co., Ltd., Calcutta, 1045; Harvey, British Rule in Burma 1824-1942, Faber and Faber, 
London, 1946; J. Russell Andrus, Burmese Economic Life, Oxford University Press, London, 1948; 
John F. Cady, A History of Modern Burma, Cornell University Press, Ithaca, 1958. 
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people. The agricultural cycle intermittently requires periods of intensive 
work and permits periods of relative ease and leisure. This pattern seems to 
have permeated deeply the culture, working habits and attitudes of the peo¬ 
ple. Closely related lo this is the fact that throughout Burma minimum levels 
of living can be achieved without sustained hard work. Not only can harvests, 
fish and fruit be obtained with relative ease, but the climate, at the same 
time that it frequently deters hard w^ork, permits essential clothing and shelter 
requirements to be satisfied with even greater ease. The village Burman can 
obtain the minimum protection he requires from the weather by building a 
hut of bamboo and thatch to be had from the forests almost for the asking, by 
the expenditure of a few days’ labor time.” His minimum clothing needs can 
be satisfied with ten yards or less of cotton cloth per year. Thus nature has 
imposed little compulsion upon the Burman to work hard. Nor does his 
Buddhist religion provide him with a philosophy of life that ranks the 
accumulation of wordly goods high in his scale of values. 

If the Burman is inclined to be indolent because of the climate, nature’s 
bounty, his relatively few requirements and his scheme of values, this tend¬ 
ency seems also to have been fostered historically by his use of defeated peo¬ 
ples as slaves, and more recently by his dependence during the British days on 
immigrant Indian coolie labor for the performance of hard and menial tasks, 
in both town and countryside. 

The Burman is willing, cheerful and cooperative when he works. He dis¬ 
plays a manual dexterity and a talent — even an inventiveness — in handling 
mechanical things. But he tends to shy from fixed routine; and his culture has 
not impressed him with the importance of maintenance, perhaps because so 
much of what he has had and dealt with has been of a perishable or, at most, 
semi-durable nature. He tends to be satisfied with the makeshift, however 
temporary it may be. In the case of a machine or automobile in which a part 
has become defective, he will tend to improvise cleverly a temporary expedient 
to overcome the difficulty, but not concern himself particularly about the re¬ 
placement necessary to ensure continued performance. 

Although rudimentary education and literacy have always been widespread 
due to teaching in the monasteries, the level of education is low. An increasing 
number of boys and girls attend the state primary schools, but the percentage 
completing primary school is small, and the percentages entering and com¬ 
pleting the middle and high schools and the colleges arc progressively smaller. 
Despite recent progress, the number of Burmans with professional or tech¬ 
nical education is still extremely small. Under the British colonial regime, most 
of the important posts, both in Government service and in the private sector. 


7. Even in Rangoon, a onc-family bssha (bamboo and thatch) hut could be provided com¬ 
mercially in the 1950s for 250-350 kyats, or, say, two to three months’ wages for a semi-skilled 
worker. 



Geography and Basic Resources 9 

were held either by the British or by Indians. The lack of education and ex¬ 
perience in these skills represents a serious lack so far as economic develop¬ 
ment vs concerned. 

The health of the population is fairly good compared to the general level 
existing in, say, India. The low average life expectancy of not much more than 
thirty years which prevailed till recently was due chiefly to a very high rate 
of infant mortality.^ The life expectancy of infants who reach the age of one 
year is thus much higher than the average life expectancy. Despite the abun¬ 
dance of food, there is considerable malnutrition due chiefly to a diet lacking 
in vitamins, proteins and calcium. Malaria, dysentery, tuberculosis and vene¬ 
real diseases have been the chief health scourges, and leprosy has also been 
pronounced. Considerable progress has, however, been made in recent years 
in reducing these health hazards. 

The Indians, Pakistanis and Chinese are important elements in the popula¬ 
tion resource pattern. They contribute know-how and experience in trade, 
commerce, industry, the professions and the handicrafts. More important per¬ 
haps than this, they display drives to achieve success in these fields — possibly 
because it is only in this way that they can hope to attain social status” — 
which make them the more dynamic element in the private sector of the econ¬ 
omy. 

The status of women in Burmese society is unusually free, and this extends 
to the economic sphere. Many of the most able of the Burmese traders, shop¬ 
keepers and salespeople arc women. Women are entering increasingly into 
the legal and medical professions. Even when they are not engaged in com¬ 
mercial activities outside the home, Burmese women exert a strong though not 
ostentatious influence on the economic decisions of their husbands, who al¬ 
most invariably take counsel with them and generally follow their advice. 

8. On the basis of incomplete census figures, infant mortality declined from 350 per 1,000 

live births in 1949 to 170 per 1,000 in 1956. 7957 Sample Census. Population. Housing and 
Cottage Industry, C.S.E.D., Rangoon, p. 64. 

9. I am indebted to Professor Hagen of M.I.T. for this concept, which is discussed in Chapter 
34 - 



CHAPTER 2 


A Glimpse of the Pre-British 
Society and Economy 


THE MONARCHY* 

Up to the early years of the nineteenth century, immediately prior to the first 
step in the British annexation of the country, Burma was an absolute mon¬ 
archy, and the structure of her village-based agricultural society was essen¬ 
tially feudal. 

The authority of the king was not based, as had been the case in Western 
Europe, on any theory of divine right, but rather on his occupancy of the 
royal palace, which was conceived to be the very center of the universe; on his 
role as supreme protector and promoter of the Buddhist faith; and on the 
magical ceremonies and regalia which created about the monarch an aura of 
divinity. Brahman priests, numerologists and astrologers selected auspicious 
dates and locations for the palace and capital city, which were moved repeat¬ 
edly. The fundamental Buddhist tenet of Karma, which held that the deeds 
performed in previous existences determined one s present status, provided a 
basic religious prop to occupancy of the throne. This prop was all the stronger 
when the monarch displayed piety and modesty, when he patronized the 
Buddhist clergy and shrines, and when he built great pagodas. The mystic 

I, My chief source for this chapter has been John F. Cady’s excellent A History of Modern 
Burma (Cornell University Press, Ithaca, 1958), Part I. I have also used: G. E. Harvey, British 
Rule in Burma iS24~ig42 (Faber and Faber, London, 1946); D. G. E. Hall, Michael Symes, 
fournal of his Second Embassy to the Court of Ava in 1802 (George Allen & Unwin Ltd., I^indon, 
1955); J- Russell Andrus, Burmese Economic Life (Stanford University Press, Stanford, 1957); 
and Everett E. Hagen, The Economic Development of Burma (N.P.A. Planning Pamphlets No. 
96, 1956). Anyone wishing to go more deeply into tliis period should study J. S. Furnivall’s An 
Introduction to the Political Economy of Burma (Peoples’ Literature Committee & House, Ran¬ 
goon, 1957) and Colonial Policy & Practice (Cambridge University Press, Cambridge, 1957). 
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white elephant and the white umbrella were key symbols of his status and 
authority. 

The king in theory was absolute master over the lives, the property and the 
services of all his people. This theory underlay much of the structure and 
functioning of the entire society. The king was expected at the same time, 
however, to be moderate, wise, truthful, just and considerate. Custom re¬ 
quired that learned Brahman priests be maintained at court not only to advise 
the king on ceremony, regalia, administration and public relations, but also 
to instruct him in personal modesty. Succession to the throne was within the 
royal family, but did not automatically go to the eldest son. The king could 
designate any one of his numerous sons (by a number of wives) or brothers, 
or any of his near relatives, as his successor. Such designation was frequently 
an invitation to assassination, and succession to the throne was a constant 
problem. Nor was succession held to oblige the new king to fulfill treaty obli¬ 
gations undertaken by his predecessor. 

GOVERNMENT 

Royalty was hereditary, hut the Burmese nobility was not. It was based 
rather on royal ajipointnicnt and service to the king. 

The central administration was vested in a small group of Wungyis, or 
ministers, whose council was called the Hlutdaw. This council acted on all 
matters of state, whether legislative, executive or judicial, subject to the king’s 
approval. Royal edicts were issued in its name. Each Wungyi was assisted by 
a Wundauk, who appears to have functioned as something less than a deputy 
and something more than a secretary. 

Provincial governors — known as Myowuns — represented the king and the 
Hlutdaw in the several provinces, having both military and civil jurisdiction. 
They exercised the police, the judicial and the tax authorities. Local officials 
operated under and subject to their review. 

At the next lower governmental level came the hereditary township chiefs 
— the Myothugyis — who were the bridge between the monarchy and the 
people. Each township consisted of a circle of villages, and constituted a kind 
of service regiment under the Myothugyi. Military or non-military services 
were rendered in lieu of taxes. This pattern was the dominant one in the 
Kingdom of Burma (Upper Burma). In Lower Burma, the former Kingdom 
of Pegu, where there were large Mon, Karen and migrant populations, many 
of the communities were non-servicc in character, and paid taxes instead. In 
these cases, the pattern of administrative authority became territorial rather 
than regimental. Service or Ahmudan population, however, owed their alle¬ 
giance and their service to their own Myothugyi, even if they migrated to 
other areas. The Myothugyi recruited and assigned services, led his military 
or non-military service regiment, maintained law and order, dispensed justice, 
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and was the key figure in the social life and relations of his group. Since coiu** 
munications were difficult, local communities were relatively isolated, and the 
village circle lived very much a life of its own. 

The feudal relations which permeated the .society, and which inculcated a 
profound sense of respect for superiors, were embodied in an elaborate and 
fixed set of sumptuary conventions. Each family’s status governed the kind of 
house its members could live in, the clothing or finery they might wear, the 
size and lavishness of the shinpyir' and ear-boring ceremonies they might 
hold for their children, the number of servants or retainers they might engage, 
the caparison of their animals, and so on. Furnivall says that “even the funeral 
ceremonies and types of coffin were similarly regulated.”'^ Myothugyis, for 
example, were entitled to occupy a house of some size and style, be accom¬ 
panied on tour by ten to fifteen armed retainers, caparison their horses or 
oxcarts, and use silver utensils and red umbrellas. These sumptuary conven¬ 
tions, rigidly enforced, obviously affected attitudes toward the acquisition and 
accumulation of wealth. 

RELIGION 

Buddhism supplemented the unifying role of the feudal structure in the 
society. Except for the frontier hill peoples and the Karens, most of whom 
also were animists before the advent of the missionaries, all Burma’s people 
— Mons and Arakanese as well as Burmans — were Buddhists. Every Bud¬ 
dhist boy undertook a novitiate in the clergy for some weeks at least, during 
which time, with shaven head, he wore the saffron robe, carried his begging 
bowl and fasted daily from noon till dawn. Even the child’s parents prostrated 
themselves before him when he first donned monk’s attire at the shinpyu 
initiation ceremony. Though access to some lower levels of the monkhood was 
easy, and though idlers and sometimes criminals sought such refuge, mis¬ 
behavior in those wearing the robe was frowned upon and strictly controlled 
by the monastic order or Sangha, by disrobing if need be. The order was 
headed by a primate designated by the king, assisted by a commission. 
Though non-political in nature, the order exerted tremendous influence be¬ 
cause of the reverence in which monks were held. Piety, self-denial, generosity, 
tolerance and gentleness were the way of life they propagated. There were, 
however, many critical junctures in Burmese history when monks intervened 
in temporal affairs, always enlisting a large measure of popular support.^ 
Religious functions pertaining to government were performed, oddly, not by 
Buddhist monks, but by Brahman priests from India. 

But Buddhism had been acquired by the Burmans only some centuries after 


2. Tlic ceremony which attends initiation into monkhood. 

3. J. S. Furnivall, Foreword to Andrus, op. cit, 

4. Cady {op. cit., pp. 52-53) cites a number of such instances. 
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they came to Burma. It was superimposed on an animistic faith which peopled 
the mountains, the forests and particular localities with a variety of spirits 
called nats and which relied on magical arts and incantations. People could 
be buried alive underneath city gates or palace walls, so that their spirits would 
forever stand on guard. Tattooing was relied upon to ward off arrows, or bul¬ 
lets or snakebite. The old animist beliefs were never far below the surface of 
the people s Buddhist practices, and sometimes shone through like copper 
beneath a worn silver plating.® 

MINORITY GROUPS 

The Shans, the Karens, the Kachins, the Chins, the Arakanese and the 
Mons — each a distinct racial, cultural and language group — had all within 
fairly recent history been defeated or subjugated, or both, by the dominant 
Burmese group. Arakanese and Mons in particular, after much back-and- 
forth fighting with the Burmans, had finally been defeated during the latter 
half of the eighteenth century. Many were slaughtered, driven off or taken 
into slavery, and their villages razed to revert to jungle. The Chins were 
cowed, the Shans placed in vassalage and the Karens persecuted. Only the 
hardy Kachins, marauding into the valleys from their mountain retreats, 
maintained a degree of independence. The history of these minority peoples 
and their frequently unhappy relations with the Burmese is woven into the 
social fabric of contemporary Burma. 

TRADE 

Transportation was by river boat and by oxcart. Trade was dominantly 
local. Apart from local fairs and bazaars, trade was largely by caravan, over¬ 
land with southern China and riverine with Lower Burma. Chinese caravans 
brought gold leaf, paper, raw silk and floss, satins, velvets, cordage, arsenic, 
tea, spirits, honey, dried fruits, walnuts and preserves. The caravans carried 
back seeded raw cotton, amber, ivory, precious stones, betel nuts, edible birds* 
nests and drugs. For many years also, the Chinese mined silver at the famous 
Bawdwin Mines near Namtu. 

From Lower Burma by cargo boat came rice, fish paste, dried fish, salt and 
a few European-manufactured wares. Downstream traffic comprised sugar, 
cooking oils, cotton and some petroleum from the primitive oil wells at 
Yenangyaung. 

While the trade of the Kingdom of Burma was chiefly with Lower Burma 
and w'ith China, and to some extent with the Shans, sea trade with the out¬ 
side world was conducted by the Arakanese and the Mons in Lower and 
Coastal Burma. From England came textiles, hardware and glassware; from 

S- H. Fielding Hall’s The Soul of a People (Macmillan and Co., Ltd., London, 1913) is the 
classic study of Buddhist beliefs and practices in Burma. 
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India, yarn and cotton cloth. Arab ships brought woolen goods, velvets and 
opium. Spices and porcelains came from the East Indies and China. The out¬ 
going trade consisted of silver, rubies, timber, beeswax, forest products, pre¬ 
cious stones, ivory, tin, lead, copper and sugar. Significantly, the export of rice 
from Lower Burma was prohibited before the British occupation. 

REVENUES 

The basic tax was a household tax paid by the non-scrvicc personnel 
throughout the countryside to the king s officials. Theoretically this tax was in 
lieu of the services owed by everyone to the king. But in practice it was ap¬ 
portioned roughly on the basis of ability to pay and amounted to jo to 15 per 
cent of the annual crop. Usually the governors collected more than the normal 
levies, and forwarded perhaps 60 to 80 per cent of their authorized collections 
to the royal treasury. The making of presents to officials at every level in order 
to sue for favor or consideration constituted an informal tax system comple¬ 
mentary to the formal one. In addition, a heavy flat-rate capitation tax was 
imposed on backward and migrant peoples and others not assimilated into the 
regular system of government. This tax was considered a mark of subjection 
as well as of discrimination. 

The king had title to all ivory and to the output of all silver, amber, ruby 
and sapphire mines. The Shan vassal princes paid him annual tribute in silver 
and horses. The king claimed the proceeds of the 10 per cent tariff on imports 
and a 5 per cent levy on exports. Duties imposed on up-river traffic also ac¬ 
crued to the royal treasury. Wealthy merchants were required to pay periodic 
extortion in the form of presents to the king at festival times. 

Other minor royal taxes were levied on fruit trees, fishing and timber opera¬ 
tions, brokerage, ferries, landing stages and court fees and fines. Rights to a 
sizable portion of the king’s revenues had been granted, over the years, to 
relatives, ministers and other high officials. These Myosa — royal “eaters of 
towns” — were frequently entitled to the revenues of whole townships or 
districts. 

VILLAGE LIFE® 

While the typical Burmese village was devoted to agricultural pursuits, 
there were many villages whose primary occupation was logging, fishing or 
mining. Villages were enclosed for security purposes within a stockade which 
embraced not only the bambooand-thatch huts, but also a monastery, pa¬ 
godas, a well or wells, water tanks, a threshing floor, a recreation space and 
perhaps a rest house for travelers. A family’s dwelling place was always within 

6. The description of villa^rc life rests almost entirely on J. S. Furnivall, An Introduction to the 
Political Economy of Burma, Peoples’ Literature Committee & Mouse, Rangoon, 1^57 (3rd cd.), 
Chapter 3. 
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the village enclosure rather than on the adjacent cultivated land. Family-size 
farms were the rule. Land tenure was secure, and the sale of land was virtually 
unknown. In fact, the very concept of sale was strange. Land could be mort¬ 
gaged. T he lender might have the use of it during the life of the loan, but he 
could not foreclose the mortgage and become its owner. In the rare cases in 
which land was sold, it was established that the family of the seller could al¬ 
ways buy it back, for the same price. It was also established that the total 
amount of interest paid on a loan could not exceed the original principal. 

In addition to their agriculture or other basic pursuit, villages tended to 
become specialized in a handicraft. While almost every household contained 
a loom for the weaving of cloth, each village tended to specialize in the manu¬ 
facture of some other product as well, whether paper, lact|uer ware, footwear, 
umbrellas, fishing nets, harnesses, mats, pottery, or any one of a number of 
other articles in common use. These provided a basis for trade with other 
villages in the area. 

Village life was a cooperative life in many ways. The people of each village 
circle owed joint services through their Myothugyi, or headman. In individual 
villages, the men took turns standing watch at the village gates and shared 
fire and police duties, A complex set of customs governed the use of communal 
facilities such as the threshing floor and the water supply. Other conventions 
governed the settlement and use of vacant land within the village. Occupation 
and use over a jK'riod of time were equivalent to ownership. All the male 
children attended the kyaung, or monastery school, where they learned to 
read, write and reckon, and were taught the basic tenets of their faith. 

In the village as well as in the town, women had from the earliest times 
enjoyed a status virtually equal to that of the men. Marriage was by mutual 
consent and was performed by a simple civil ceremony in the presence of 
elders. Women enjoyed separate property rights and rights of inheritance. 
They were free to engage in trade and other activities. Divorce could be 
simply effected by declaration and registration with the village-circle head¬ 
man. 

Work in the fields was seasonal. It called for intensive labor during the 
plowing, trans])lanting, harvesting and threshing, but also provided periods of 
relative ease. There was ample time for communal celebrations like the annual 
Water Festival, which came at the end of the hot season, before the rains, and 
the Festival of Lights, which followed them at the end of Buddhist Lent, 
before the onset of cold weather. The home handicrafts, petty trade and gossip 
provided welcome diversions within this leisurely pattern, as did the occa¬ 
sional traveling show, or pwe, the ceremonies which marked the initiation of 
each boy into monkhood and the ear-boring ceremony held in due course for 
every girl. Traveling fairs or bazaars, which in many areas were held at five- 
day intervals, provided opportunities for exchange and trade among neighbor- 
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ing villages. Every full moon was the occasion of some sort of festival. The 
periodic visits on tour of the Myothugyi, of the tax collector or even occasion¬ 
ally of provincial officials, with their entourages, were important events in the 
normally placid village life. Excitement was introduced when the men were 
called up to suppress dacoit bands in the neighborhood, to fight floods or fires, 
or to go off to war. But every day the monk and his novices came in saffron- 
robed procession with their begging bowls to be filled with rice, and always 
there was the tinkling of pagoda bells in the distance. 



CHAPTER 3 


British Rule 


THE BRITISH ANNEXATIONS 

The liritish annexed Burma in three bites over a period of some sixty years, 
from 1824 to 1885. The first bite, coming at the end of the War of 1824-26, 
resulted in the annexation of the Arakan and the Tenasserim coastal strips. 
The second, in 1852, took Lower Burma, the former Kingdom of Pegu. The 
third, in 1885, engulfed Upper Burma. 

In each case the British action was taken in consequence of an incident or 
incidents considered provocative. Thus the action in 1824 followed on a num¬ 
ber of incidents in which Burmese soldiers crossed the Arakanese border into 
British India in pursuit of Arakanese rebels seeking refuge there. The 1852 
action was triggered by the imposition of a heavy and perhaps arbitrary fine 
by the Myowun in Rangoon on the captain of a British ship for alleged viola¬ 
tion of port rules. The action in 1885 was taken pursuant to the imposition of 
a heavy fine on the Bombay-Burmah Trading Company in which an arbitrary 
court procedure was used to enforce the payment of a large “loan” demanded 
by King Thibaw. 

The underlying motives for these actions went much deeper. In 1824 the 
basic reason seems to have been that, with the conquest of the Arakan, the 
Burmese had become neighbors to a Western sovereignty and culture with 
which they simply could not, within their own conventions, communicate. 
Thus, says Harvey, 

. ., now there were no fewer than 50,000 terror-stricken folk from Arakan alone 
seeking refuge in our territory, with Burman commanders in pursuit ordering 
English officers not only to surrender the fugitives but also to tell the viceroy of 
India he’d better hurry up and pay homage to the king of Burma or it would be 
worse for him. 
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The viceroy sent envoys to Burma, hoping to arrange a modus vtvendt, six en¬ 
voys, over a series of years. He never received even a reply. The envoys were lodged 
on a scavengers’ island and often they returned without having been granted an 
audience. The king of Burma could not receive ambassadors from a mere viceroy: 
he must have them from the king of England himself.^ 

On this point Harvey footnotes wryly: .. he did not know where England 
was, he had no ship in which to send a return embassy.” 

AlSrming that the British motivations in the several annexations were not 
even economic, Harvey emphasizes that the 1852 action was severely criticized 
in England, and that the 1885 action was motivated by a desire “to keep out 
the French,” while at the same time “Humanitarians in England desired the 
downfall of Thibaw’s bloodthirsty regime.”“ 

These explanations seem too simple. Surely the rapid growth of population, 
of rice acreage and of rice exports in the Arakan and Tenasserim areas, and 
the lucrative exploitation of teak in the Tenasserim as well, inspired British 
commercial interests in the period 1826-52 with a lively interest in the eco¬ 
nomic potential of Lower Burma, which promised also to be a feasible avenue 
toward the development of trade with China through Yunan. Again, the 
rapid development of Lower Burma after the annexation in 1852 made al¬ 
most inevitable the extension of British hegemony to the remainder of Burma. 

ECONOMIC DEVELOPMENT 

The experience in British Burma — from 1825 in the Arakan and the Tenas¬ 
serim and from 1852 in the Lower Delta, right up to the annexation of Upper 
Burma — followed the same general pattern. Previous restrictions imposed 
by the Kingdom of Burma on rice exports*^ were abolished. Rice acreage, 
production and exports grew apace. Populations in these areas, reduced in 
previous decades by wars, slaughter and flight to adjacent areas, but aug¬ 
mented now by immigration both from India and from Upper Burma, kept 
pace with and made possible the agricultural growth."^ 

Several events in the outside world during this period had major signifi¬ 
cance for the rapid development of rice cultivation in British (Lower) Burma. 
The Indian mutiny in 1857-58 and the advent of steam navigation at about 


1. G. E. Harvey, British Rule in Burma 1824-1942, Faber and Faber, London, 1946, pp. 18-19. 

2. Ibid., p. 64. 

3. To ensure low rice prices in Upper Burma. 

4. Accordinf^ to }f)hn F. Cady (// History of Modern Burma. Cornell University Press, Ithaca, 

N.Y., I95^^)> population in the Tenasserim doubled in the seventeen years following and 

rice acrca;?e increased -sr) per cent in the seven years from 1845 to 1852. In the Arakan, rice 
acreage increased apprf)ximatdy 350 per cent from 1830 to 1852. According to J. Russell Andrus 
{Burmese Economic Life, Stanford University Press, Stanford, 1957) population in lower Burma 
rose from approximately 1.5 million in 1856 to about 4 million in 1885. J. S. Furnivall {Colonial 
Policy and Practice, Cambridge University Press, Cambridge, 1957) shows an increase in rice 
acreage in Lower Burma from approximately 1.3 million in 1856 to roughly 4 million in 1885. 
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that time were followed by the cutoff of supplies of rice from Carolina to 
Europe during the American Civil War, and not long afterwards (in 1869) 
by the opening of the Suez Canal. Over time, it was the opening of the Canal 
and the rapid growth of population in India which were to have the greatest 
continuing influence on rice production in Burma. The rates of increase of 
population and rice acreage after the annexation of Upper Burma in 1885 were 
no greater than they had been in the period following 1852. The increase in 
absolute terms was of course much larger. From 1885 to 1941, population in 
Lower Burma grew from about 4 million to roughly 9 million. Rice acreage at 
the same time grew from about 4 million to some 10 million. The rise in rice 
exports, however, was much greater in percentage as well as in absolute terms 
during the latter period. They rose only from some 400,000 tons in 1865 to 
520,000 tons in iSSi, and to 817,000 tons in 1891; by 1921 they had tripled to 
2.5 million tons, and by 1941 they were in excess of 3 million tons.® 

During the latter pari of the British occupation of Lower Burma there was 
a very considerable construction and development of railways, roads, inland 
water transport and agricultural embankments. These economic develop¬ 
ments were accompanied by developments in the governmental and adminis¬ 
trative spheres — developments that exerted a profound influence on the so¬ 
cial structure, relations and culture. 

The beginning of a sizable immigration from India has already been noted. 
Some of this immigration was permanent; some of it was only seasonal. Along 
with the influx of Indians and of British administrators trained in India came 
the Indian applications of English law and the form of colonial administration 
developed in India. Under British district officials, there were set up not the 
old Burmese Myothugyis — the township or circle of village headmen — but, 
first, Taikthugyis who administered on a territorial basis rather than on a 
basis of personal relationship, and, later, individual village Thugyis or head¬ 
men. In place of the Burmese customary law there was now substituted a 
highly complex and impartial rule of law, founded on the sanctity of contract, 
comprehensible to English-trained lawyers only. The Arakanese, the Karens 
and the Mons had utilized the opportunities afforded by the several British 
invasions to turn against their Burmese oppressors. Thus racial and minority 
antagonisms were exacerbated. The English refused to recognize the authority 
of the ecclesiastic code or of the chief Buddhist primate and the monastic 
order. All knowledgeable observers and students of Burmese history, British 
included, agree that out of this combination of circumstances a social dis¬ 
integration set in. The introduction of the rule of British law and the sanctity 
of the written contract was perhaps basic to this disintegration.® 

5. A>j:ain, the population and rice export figures arc from Andrus (o/). o'/.) and the rice acreage 
figures from Furnivall (op. cit.). 

6. J. S. Furnivall is the father of this thesis. 
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Central to this process u cre the developments on the new agricultural fron- 
tier in Lower Burma, Under the British, as in the Burmese times, the oc¬ 
cupancy and cultivation over a period of years of previously unoccupied land 
was accepted as the means of acquiring ownership. Under the British, twelve 
years working of the land was required before a certificate of title could be 
obtained by the cultivator. However, the tax receipt which covered the first 
payment of land revenues on the new land was considered equivalent to a 
certificate of occupancy and carried the presumption that title in due course 
would be granted. The tax receipt, therefore, soon came to serve as the prime 
security for cash loans, or it — and occupancy — could be sold outright for 
cash. 

Clearing the land of jungle and bringing it into productive cultivation in¬ 
volved a considerable input of labor over several years. Few cultivators could 
get through this period of initial difficulty without borrowing heavily. While 
quite a few worked a piece of land just long enough to get their tax certificate, 
only to sell it for cash and move on to settle another plot, the great majority 
of the new cultivators went increasingly into debt. The debt problem was 
aggravated by another circumstance. The sumptuary restrictions that pre¬ 
vailed in the feudal Kingdom of Burma had never been as prevalent among 
the Mons and the Karens of Lower Burma. The uprooted immigrants who 
flocked in from Upper Burma were now free of the sanctions of their tradi¬ 
tional Myothugyi headmen and, provided the cash was available, could dress 
and live as lavishly as they pleased, all with borrowed money. They were not 
aware that as they borrowed, whether against tax receipts or land title, they 
could be foreclosed in a court of law, and driven off their land or forced into 
tenant status. This had not been the case under Burmese customary law. Thus 
the problems of land alienation and farm tenancy found their inception in the 
early years of the Delta’s development. 

The Taikthugyis — circle headmen — were no effective substitute for the 
former Myothugyis, or regimental leaders. They tended to become mere 
collectors of land revenue. The new Thugyi, or village headman, never suc¬ 
ceeded in winning the loyalty, respect or full cooperation of the village folk, 
who rapidly became a highly mobile population. The refusal of the British to 
recognize the Buddhist primate and the authority of the Sangha resulted in 
progressive deterioration within the Buddhist order. The monkhood became 
increasingly a refuge for irresponsible people and criminals, and their conduct 
could not be controlled. The British, and the Indians who came with them, 
preempted all positions of importance, not only in the Government adminis¬ 
tration but also in trade, commerce and the professions. A knowledge of Eng¬ 
lish soon became essential to the achievement of any degree of status in the 
society. While the British attempted at first to improve instruction in the 
monastic schools, the monks would not cooperate with them, because the 
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more modern education was mundane, and for nationalist reasons as well, 
and this e/Tort soon foundered. Lay schools were started by the Government, 
but relatively few of them. The boys educated there tended to become superior 
and disrespectful to their elders, and frustrated in relation to their masters and 
prospects. 

Meanwhile, in the Kingdom of Burma from 1852 to 1878, one of the better 
kings, Mindon, made a sober effort to improve conditions. He tried to im¬ 
prove the public administration by placing all high officials on salary, in con¬ 
trast to the former system of Myosas, or revenue fiefs. This move he attempted 
to finance by a tax reform designed to replace the previous service system by 
a universal household tax based roughly on ability to pay. He introduced in 
1861 a coined money and stimulated foreign trade. He sponsored the develop¬ 
ment of river transport, of manufacturing and of mining activity, and hired 
foreign technicians. He introduced telegraphic communications between the 
capital and Lower Burma, using a Morse code adapted to the Burmese alpha¬ 
bet, and sent young men to Europe, for training. A devout king, he also built 
many pagodas, organized the Fifth Buddhist Synod in 1871^ and engaged in 
the construction of Mandalay as a new capital city. Mindon made no attempt 
to strike back at the British in Lower Burma, as many urged him to do at 
times when the British were being sorely tried elsewhere^ and might not have 
been able effectively to resist. He took a posture which would eventually re¬ 
sult, he seems to have hoped, in the return to the Kingdom of Burma of the 
annexed provinces. Despite all this, the British resented his attempts to enter 
into independent and sovereign negotiations with foreign powers, particu¬ 
larly the French, and British commercial interests pressed increasingly for the 
annexation of Upper Burma to develop improved avenues of trade with 
China. When Mindon was succeeded in 1878 by King Thibaw, the end of 
inde{)endent Burma was in sight. Thibaw’s misrule led to intolerable cor¬ 
ruption, internal dissent, banditry, rebellion and virtual anarchy in the King¬ 
dom of Burma. Under these conditions the British soon found the occasion for 
war. The annexation of Burma was completed in 1885. 

The annexation of Upper Burma was followed very quickly by the liquida¬ 
tion of the monarchy and the Hlutdaw, and by the introduction of the same 
institutions and methods as had already been introduced into lower Burma. 
The resulting social disintegration and disorder were initially greater than 
those which followed the earlier annexations. Under King Thibaw, anarchy 
had spread so far that almost every village had armed its men and sent them 
out foraging and looting in the countryside. The British attempted to sup¬ 
press this disorder by drastic measures which included the shooting outright 


7. This Synod reduced the Buddhist scriptures to stone tablets and purified tliem at the same 
time. 

8. As during the Indian Mutiny in i857-*58. 
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of anyone caught in the possession of arms, and the burning of whole villages. 
This action only fed the fires of rebellion. Of the 35,000 troops maintained in 
the country in those days by the British, fully 30,000 were required in Upper 
Burma. Gradually some order was brought out of the anarchy. The course of 
social disintegration, however, was not halted. 

The development of the agricultural frontier in Lower Burma continued at 
a hectic pace, accompanied by increasing violence. Accounts of it are reminis¬ 
cent in many ways of the stories told of the gold rushes in California and 
Alaska. Intimidation and outright violence on the part of strong men and 
their armed retainers drove many a timid cultivator off his claim. Others, 
more subtle, bribed minor officials, after paying taxes on unoccupied land for 
some years, to give them title to land they had not cleared or developed. Still 
others, armed with capital, adopted the loan-and-foreclosure technique to ac¬ 
quire sizable land holdings. Native moneylenders were soon followed by pro¬ 
fessional Indian moneylenders — the Chettyars — who in time took over 
virtually the entire financing of agriculture in Lower Burma, and who in¬ 
creasingly took over ownership through foreclosures. Widespread conditions 
of this kind affecting the major economic activity of the country could not 
help but permeate the social structure in almost every conceivable way. 

Nevertheless, the country continued to develop. With the increase in rice 
and timber production came expansion of the rice-milling and sawmilling 
industries. Railroads and inland water transport were extended and improved, 
better roads and communication facilities were built and established, the ports 
were greatly improved, the oil industry was developed and exports grew. The 
famous Bawdwin lead, zinc and silver mines in the Northern Shan States, the 
Mawchi tin and tungsten mines in the Southern Shan Kayah (former Ka- 
renni) State and a considerable tin and tungsten output in the Tenasserim 
were similarly developed. Substantial investments were made in tea and rub¬ 
ber plantations. Medium-scale manufacturing plants in cement, sugar and 
other industries were built. Banking, insurance and similar services were 
introduced. The economy was increasingly placed on a cash basis, and a grow¬ 
ing import of consumer as well as capital goods rounded out the picture. 

ECONOMIC AND SOCIAL PROBLEMS 

What concerned and even alarmed the more serious and perceptive of the 
British administrators was the tremendous increase in social mobility and un¬ 
rest and the growth of crime and corruption which accompanied this eco¬ 
nomic development. As time went by, they appreciated increasingly that some 
of their own actions — notably the abolition of the Myothugyis, their con¬ 
tribution to the deterioration of the Sangha and the monkhood, and their 
introduction of the rule of law and the sanctity of contract which made land 
alienation possible — were in large part responsible for these evidences of 
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social disorganization. It was not, however, until the impact of the world-wide 
depression of the 1930s struck in Burma that they became fully aware of the 
degree to which the Burman farmer had become a landless tenant in his own 
country. By this time, fully two thirds of the agricultural land in Lower 
Burma had been lost to absentee landlords, most of them Chettyar money¬ 
lenders. 

Of all these observers, it was J. S. Ftirnivall who perceived with the greatest 
sensitivity and insight just what British rule in Burma had done to the Bur- 
man. Not only were land ownership, the Government, the civil service, and 
trade and commerce almost entirely in foreign hands; there had been, in 
effect, a leveling down of all Burmans, and a destruction of the existing social 
relations and values. There were no posts of importance to which a Burman 
could aspire; nor did the means exist for training and experience by which 
the Burman could equip himself for advancement. Furnivall stressed also that 
the increasing inflow of cheap consumer goods from abroad was destructive 
of the small-scale manufacturing, home industry and artisan trades which had 
flourished before the English occupation. The resulting sense of frustration 
and loss of status was bound to find expression in crime. If the Burmese youth 
could not advance, he could at least display his daring and his prowess by 
joining up with a dacoit band and thus release his frustrations in acts of vio¬ 
lence against persons and property. 

Similarly, the elaborate system of law, and its respect for the sanctity of 
contracts set up by the British, encouraged crime and corruption, as well as 
land alienation. In courts where only lawyers flourished, where the testimony 
of witnesses could easily be distorted by bribed interpreters, where witnesses 
could be intimidated by dacoits and “bad hats,” and where the great majority 
of oflicials entrusted with judicial functions accepted bribes, the guilty fre¬ 
quently went unpunished, and prospective litigants were encouraged to take 
the law into their own hands. Although side by side with the Indian C'ivil 
Service there was developed an indigenous so-called Class II Burma Civil 
Service, its trainees — who frequently became contemptuous of their own 
people and elders and lost contact with their own community — were not 
accepted by the British community and soon found themselves operating in a 
social limbo. This was the background out of which there inevitably devel¬ 
oped after World War I a resurgence of the Burmese nationalist spirit. 

THE GROWTH OF BURMESE NATIONALISM 

Psychological, racial and ideological factors, as well as economic factors, 
promoted the rapid growth of the nationalist spirit. Sparked by mixed feel¬ 
ings of national pride, humiliation and religious affront during a time of war- 
born economic distress, it was encouraged by slogans of democracy and self- 
determination, stimulated by Gandhi’s fight for home rule in India, nourished 
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by increasing mistrust of British motives, exacerbated by the consequences of 
the world-wide depression of the iQjos and stoked by the prolonged failure of 
the British to cope constructively with the basic economic problems which be¬ 
set the country. Only a relatively few extremists became dedicated to Marxism, 
and only a few others were tempted by the leadership principles of Fascist 
Germany and Japan. The movement remained basically a nationalist move¬ 
ment, It was only in the late 1930s and finally in the crucible of World War II 
and its concomitant fight for freedom that a group of recent students imbued 
with a socialist ideology took over leadership from the educated moderates 
and, later, the fiery political monks who dominated the movement, and won 
responsibility for government in the independent Burma that came into being 
in 194S. 

The organizational embryo for the nationalist movement was the Young 
Men’s Buddhist Association, organized in 1908 by a small group of educated 
Burmans, moderate in their views. Dedicated originally to the discussion only 
of religious and cultural subjects, as membership grew pressures increased for 
the consideration of political questions. The economic impact of World War I 
was felt most severely in Lower Burma. A shortage of ocean shi[)ping, aggra¬ 
vated by the priority given to minerals, timber and oil exports, limited severely 
the export of the rice surplus from Lower Burma. While other prices rose, the 
price of rice dropped sharply. Moneylenders called in their loans, the pace of 
foreclosures quickened and economic distress became widespread. Tax delin¬ 
quency became a serious problem, with only tardy and inadequate relief on 
the part of the Government. 

In this setting, a Burmese campaign in 1916, directed toward the prohibition 
of the wearing of shoes by westerners on pagoda premises, caught on like 
wildfire. The many branches of the Young Men’s Buddhist Association united 
in support of this cause, and by 1918 the situation had become quite tense as 
nationalist sentiment crystallized on the issue. This was perhaps because “the 
issue became a symbol of anti-British political sentiment. It provided an oc¬ 
casion in which the Buddhist Burman could tell the British overlord that there 
was something the latter could not do.”® The Government finally resolved the 
question with a concessionary ruling to the effect that the monk in charge of 
each local pagoda could decide the question as he chose. 

This period also saw the publication of a report by a Committee on the Im¬ 
perial Idea, organized by Lieutenant Governor Sir Spencer Harcourt Butler, 
which, in effect, told the Burman that the Anglo-vernacular schools and edu¬ 
cational system should serve the Imperial Idea. This report made it all the 
more difficult for the Burmese nationalists to accept the implications of the 
White Paper Report of the Joint Committee on Indian Constitutional Reform 


9. Cady, op. cit., p. igo. 
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which followed shortly in i^tS. While the initial reaction of the Y.M.B.A. 
leadership to the White Paper was to request the separation of Burma from 
India, they soon realized that the English felt Burma’s progress toward self- 
government would have to be slower than the pace considered suitable for 
India. By the time the protests, negotiations and debate over this question 
were over, the nationalist spirit in Burma had been given a tremendous im¬ 
petus; and Burmese ideas as to the degree of self-government they desired, 
still further stimulated by the initiation of Gandhi’s non-cooperation move¬ 
ment in India, had been considerably enlarged. “From 1920 to 1922, political 
agitation ceased to be the exclusive concern of the Burmese Western-oriented 
intelligentsia. The popular revolution for political freedom had begun.”^^* The 
Young Men’s Buddhist Association was soon metamorphosed into the more 
general and more popular General Council of Burmese Associations, with a 
leadership much closer to the people. 

I'he next big nationalist issue arose out of the University Act of 1920 and the 
British program to establish higher standards for the proposed university in 
Rangoon by stiffening the high-school final and college-entrance examina¬ 
tions. Considerable resentment already existed in Burma because of the dif¬ 
ficulties previously encountered by Burmese students in meeting the entrance 
requirements of the Indian colleges, and because of the alien culture which 
prevailed in the Anglo-vernacular schools. The opening of the Rangoon Uni¬ 
versity (Burma’s first) followed shortly after participation by the Burmese 
nationalist leaders in the election boycott initiated in India, and at a time 
when strikes and unrest were in the air. The newly entered students at the 
university were persuaded to go on a strike, which enlisted widespread popu¬ 
lar su[')port. They demanded complete home rule for Burma and denounced 
the governmental reforms proposed by London. The strike spread to all Gov¬ 
ernment schools, and the monks were soon demanding a complete system of 
national schools free from British support or control. “The political grievance 
behind the University strike was the conviction that the British had decided 
to give Burma a second-class constitution on the basis of the country’s small 
number (less than 400) of university degree holders and had then decided to 
perpetuate this disability by abruptly raising the standards of instruction and 
removing them from possible Burmese alteration.”^^ 

National schools were quickly organized to take care of the striking stu¬ 
dents, but encountered great difficulties in finance, faculty and discipline. The 
strike petered out during 1921, Its political effects, however, were great. Stu¬ 
dents and pongyis had entered upon the political arena as factors of great 
potential significance. The importance which the Burmese themselves at¬ 
tribute to this strike of 1920 is indicated by the fact that December 4 — the 

TO. IM., p. 212. 

II. Ihid., p. 219. 
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date on which it was called — is celebrated in independent Burma as Na¬ 
tional Day. 

During the war the British had constituted a Rice Control Board to stabi¬ 
lize domestic rice prices. The spread between these artificially depressed do¬ 
mestic prices and high export prices had enabled the Board to accumulate a 
very sizable profit, to the natural resentment of the cultivators and money¬ 
lenders in Lower Burma. When the question arose as to how these profits 
were to be used, the Government of India took the view that since they were 
amassed as the result of the high prices paid by Indian consumers, these prof¬ 
its should be spent outside Burma. Although they apparently were spent 
ultimately on railroad, road and other improvements within Burma, this 
issue had aggravated the previously existing situation. By the time the Burma 
Reforms Committee, established by the Parliament, arrived in Burma in the 
fall of 1921 to inquire into the governmental reforms appropriate to the situa¬ 
tion, feelings were already such that the General Council of Burmese Asso¬ 
ciations had decided to boycott the Committee’s sessions and to refuse all 
cooperation “except where it might contribute to the speedy attainment of 
home rule.”^^ The Burmese nationalists now demanded complete home rule. 

It was 1923 before the dyarchy system recommended by the Reforms Com¬ 
mittee was approved by the Parliament and introduced into Burma. But “The 
reform was at best a makeshift, opportunist measure which had little relevance 
to Burma’s wishes or needs. It was destined to prove futile in practice because 
it was incapable of tackling the country’s urgent economic problems.” 

Under dyarchy, the most pressing questions in the economic sphere arose 
out of the twin burdens of agricultural debt and taxation. The Government 
insisted that agricultural tax levies be increased in spite of many reports by its 
land settlement officers that tax relief was necessary. One such general report, 
prepared by Mr. Furnivall in 1922, urged that consideration be given to a 
number of circumstances which would in effect reduce the cultivators’ tax 
burden. These reports were not accepted, and Mr. Furnivall shortly there¬ 
after resigned from the civil service.'"* 

Economic distress in the countryside did much to stimulate the organiza¬ 
tion and growth of village political associations, called the Athins, which pro¬ 
vided a fertile ground for the agitation of politically minded pongyis 
(monks). Outstanding among these was U Ottama, who began his agita¬ 
tional career upon his return from India in 1921. His major appeals consisted 
in attacks upon dyarchy and in alleging affronts to monks, to the Buddhist 
faith and to the dignity and pride of the Burmese nation. In demanding home 
rule he also incited to violence. Other pongyis fomented village folk to turn 


12. Ibid., p. 224. 

13. Ibid., p. 230. 
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against tax collectors, police, headmen and the Government. U Ottama was 
imprisoned three times. Each of these occasions served further to agitate 
nationalist sentiments. U Wisara, another pongyi leader, was sent to jail after 
leading a movement against agricultural taxation. When he died in 1929 in 
consequence of a hunger strike, popular emotions were raised to fever pitch. 
Because of the influence of political pongyis like these among the village or^ 
ganizations, the nationalist politicians were of necessity soon forced to com^ 
promise with and were even dominated by the pongyis. 

Declining rice prices in the latter part of the 1920s, the collapse in T928-29 
of the cooperative agricultural credit societies which accompanied the price 
decline, and the death of U Wisara provided the inauspicious setting for the 
visit of the Simon Commission in 1929 to review the operations of govern¬ 
ment under dyarchy. A sharp split occurred at this point between those na¬ 
tionalists in favor of separation from India and the pongyi-led nationalists, in 
close touch with the Indian Congress, who favored non-separation. 

As they had done with the earlier Reforms Committee, the Burmese boy¬ 
cotted the Simon Commission. Its recommendation that Burma be separated 
from India was unfortunately not accompanied by clear assurances that a 
separated Burma would be granted a degree of self-government fully equal to 
that which might be granted to India. The report therefore touched off a 
bitter debate which lasted until the introduction of responsible though 
limited cabinet government in Burma in 1937. 

These, of course, were also the years of deep world-wide depression. The 
catastrophic drop in rice prices in 1930 and the years following, far exceeding 
in impact the drop at the end of World War I, accelerated and aggravated 
agricultural distress, land alienation and unrest in Lower Burma. It led also 
to increasing competition between Burmese and Indian labor and to a series 
of violent inter-racial explosions. The most notable of these was in connection 
with the dock strike of 1930, in which Burmese laborers brought in as strike 
breakers eventually engaged in battle with the Indian strikers demanding to 
recover their jobs. “Fighting spread quickly throughout Rangoon and raged 
unchecked for two days. The tattoo sayas did a flourishing business. Rough 
Burmese mobs decorated with magical charms hunted down panic-stricken 
Indians in a savage, fanatical frenzy. The oflicial report indicated around 100 
killed and about 1,000 injured, almost all Indians; contemporary observers 
reported from 300 to 500 killcd.”^'^ 

Other race-motivated riots occurred in the Rangoon jail, against Chinese 
and Indian traders and cultivators. Nationalist feeling now began to find ex¬ 
pression also in anti-British manifestations of a personal kind. The whitewash 
report presented by the official Enquiry Committee into the operations of the 
“Bullinger Pool” — a buying cartel of large British millers and exporters which 

15. Ibid„p, 305. 
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had engaged in collusive buying of paddy in the previous decade occasioned 
many such attacks, and contributed to the growing popular hostility against 
the European firms. “Behind these more obvious grievances was the growing 
awareness among the better informed that European firms, who continued 
to pay handsome dividends even during the depression years, were for the 
most part opposed to constitutional concessions, ameliorative economic regu¬ 
lations, and limitation of Indian labor immigration.’'^^^ What especially irri¬ 
tated the more thoughtful of the Burmese leaders was the awareness that the 
British, at the same time that they failed to perceive the underlying economic 
and nationalist causes of growing unrest, made use of the evidences of this un¬ 
rest as an excuse for not granting to Burma a greater degree of self-govern¬ 
ment. 

The Saya San Rebellion, which broke out at the very end of 1930, fed on 
agrarian discontent over the debt and tax burdens and the denial to poor 
farmers of free access to forest reserves for supplies of firewood and bamboo. 
A former pongyi and political organizer, Saya San, organized a rebellion 
which utilized the traditions, panoply and ceremonies of the Burmese kings 
to capture the popular imagination. Elis primitive army was assembled in 
secrecy and drilled in the hills. At an auspicious moment selected by the 
astrologers, Saya San was crowned, armed with the sword of victory, and 
covered by the white umbrella. His initial force of 1,500 men was equipped 
with only thirty guns, but with enough charms, amulets and tattooing for 
the army to consider itself invulnerable. The rebellion spread with amazing 
rapidity. It took an army division and more than a year to quell it. Though 
the rebellion never succeeded in achieving a widespread popular participation, 
it did completely win the sympathy, even the admiration, of the Burmese 
public. Even those Burmans who considered Saya San a charlatan admired 
his daring and courage. 

From 1930 to 193b, one quarter of the paddy land in Lower Burma had been 
foreclosed, and the British Government recognized, belatedly, the enormous 
extent to which land alienation had progressed. Now, in addition to the slo¬ 
gans of democracy and self-determination which had served them as popular 
catchwords since the early T920S, some nationalist leaders began to be attracted 
by other alternatives. “The revival of Germany under Hitler suggested that 
leadership rather than democracy was the key to national progress, and Japan 
seemed to illustrate the same principle. In striking contrast, but equally effec¬ 
tive, was the rise of Russia under communism with its new interpretation of 
democracy. Some began to look to Japan and others to Russia, while not a 
few were willing to flirt with both.”^"^ 


16. Ibid., p, ^09. 

17. J. S. Furnivall, Introduction to Thakin Nu’s Burma Under the Japanese, MacMillan and 
Co. Ltd., London, 1954, PP- xxii-xxiii. 
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These newer ideas were mainly in evidence at the University of Rangoon, 
where, for some time, politically conscious students had taken to calling each 
other Thakin.^^ In 1935, U Nu and a group of Thakins, inrluding U Aung 
San, U Kyaw Nycin and U Raschid, captured control of the Rangoon Univer¬ 
sity Students Association. In the following year, their aggressive actions pro¬ 
voked disciplinary action by the university against both U Nu and U Aung 
San. The Thakins quickly replied with a students’ strike, which had tremen¬ 
dous imfxici throughout the country. As in the case of the 1920 strike, this one 
spread to many other schools and required the postponement of the high- 
school final tests as well as of the university examinations. “Burman sentiment 
generally made heroes of the strikers and accorded them full moral and 
material support. The transformation of a student protest against disciplinary 
authority into a political event of province-wide impact was the achievement 
of the Thakins and the Student Movement leadership.”^** Eventually a num¬ 
ber of the students’ demands were met. 

In 1937 the new Constitution was introduced, accompanied by separation 
from India. The new Constitution [provided for responsible cabinet govern¬ 
ment and an elected legislature. It reserved, however, control over defense 
and foreign and monetary affairs to the British governor, and reserved to the 
governor the right to final veto over any action of the legislature. Serious anti- 
Indian riots broke out in 193S. In 1939, U Ba Swe and U Kyaw Nyein formed 
the secret Burma Revolutionary Party (later to become the Socialist Party). 
The Government belatedly turned its attention to agrarian problems, enacting 
tenancy and other agricultural legislation. But World War II came too soon 
thereafter to enable these efforts to be tested. The British entry into the war 
was opposed by all Nationalist leaders excej>t a few of the older men. A so- 
called Freedom Bloc was formed, the object of which was to resist any at¬ 
tempt to enlist Burmese aid unless such aid were paid for by complete in¬ 
dependence. 

The story of Burma’s wartime fight for independence is for the most part 
the story of the Thakins. An informed appraisal of their ideology and 
motivations at this time may therefore be in order. During this period, says Mr. 
Furnivall, 

They [the Thakins] grew rapidly in numbers and influence. They were enthusi- 
astic for the diffusion of enlightenment and strongly attacked the prevalence of 
corruption in public life and Government service; their political objective was un¬ 
conditional independence as soon as possible by any possible means. They were at¬ 
tracted by the Japanese catchword of co-prosperity, and most of them were not 


18. In Burmese “Thakin” means “master,” a term which under British rule had been reserved 
for the British. The students’ use of the term was intended to demonstrate their equality with the 
English and their determination to be masters in their own house. 

19. Cady, op. cit., p. 380. 
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averse from Japanese assistance in obtaining independence, but only a few, and 
these dissidents from the main group, seem to have been in touch with the Jap¬ 
anese. The Japanese onslaught on China repelled them and their warmest sym¬ 
pathies lay rather with Russia. None of them, however, knew anything about Rus¬ 
sia except from books, and none had ever come into contact with Russians or other 
practising communists. Communism attracted them because it provided a plausible 
explanation of foreign capital in Burma and seemed to offer a short-cut to inde¬ 
pendence. But they were offended by its doctrinaire repudiation of religion. Burma 
was closely identified with Buddhism; they were Buddhists, some of them very 
devout Buddhists, and they saw that communism could make no headway in 
Burma unless it came to terms with Buddhism. Only two or three went so far 
as to call themselves communists, and even these had no practical acquaintance 
with its working. Before the war communism in Burma was purely academic.^® 

20. Furnivall, loc. cit,, pp. xxiii-xxiv. 



CHAPTER 4 


Profile of the Economy 
Before World War II 


GENERAL MEASURES 

In 1938-39, the last full year unaffected by the outbreak of World War II 
in Europe, the total output of the Burmese economy (measured in 1947-48 
prices converted to dollars) is estimated to have been a little over $1 billion. 
This represented a per capita output of about $63. More than half of the total 
was accounted for by agriculture and fisheries, forestry and mining: approxi- 
mately 40 per cent by agriculture and fisheries, 7 per cent by forestry, and 5.5 
per cent by mining. Rice marketing accounted for an additional 13 per cent.^ 
Industry, including cottage and home industry, contributed perhaps lo per 
cent. Trade and marketing of products other than rice added to to 12 per 
cent of the total. The remainder of the gross domestic product was made up 
of small contributions by construction, transport, power, government serv¬ 
ices, other services and the rental value of housing.^ Thus the economy was 
largely extractive in nature. 

Only five sixths of the total output was used in Burma; the rest was trans¬ 
ferred abroad, either as income paid (6 per cent) or toward the accumulation 
of reserves (ii per cent). Of the domestic uses, consumer expenditures ac¬ 
counted for 63 per cent of total resources and current governmental expendi¬ 
tures for something less than 8 per cent, while close to 13 per cent went into 


1. Since collusive buying by exporters and millers reportedly operated to depress paddy prices 
below free market levels, part of the income ascribed to rice marketing undf)ubtedly was con¬ 
tributed by agriculture. 

2. Economic Survey oj Burma Tables 2 and 4, pp. 5 and 9. 
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capital formation/^ In comparison with per capita output of approximately 
$63, per capita consumption amounted to approximately $41.Investment was 
mostly private, and almost half of it was accounted for by depreciation. If the 
total national output was approximately $1 billion, net capital formation 
amounted to less than S70 million."^ Gross domestic capital formation in 
Burma thus exceeded only slightly the amount of reserves accumulated 
abroad. 

DISTRIBUTION OF THE LABOR FORCE 

The data bearing most closely on occupational distribution in the pre-World 
War II period arc those provided by the 1931 census, since the 1941 census 
tabulations were lost in the Japanese invasion. The distribution of 6.2 million 
workers shown in Table 1 is not believed to be significantly different from that 
of 1938-39. 

Roughly two thirds of all workers were engaged in agriculture. I’hese 
workers together with those engaged in forestry, animal raising, fishing and 
hunting comprised seven tenths of the entire working population. Nearly ii 
per cent of all workers were engaged in industry, including cottage industry, 
mainly in textile production. Trade, with 9 per cent of all workers, was the next 
largest group. The remaining workers were scattered among minerals and 
petroleum production, transport, the public services, domestic service and the 
professions and liberal arts. 

A certain degree of fluidity exists among certain of the occupations. Thus, 
many of the workers shown by the census as engaged in cultivation worked 
in the rice mills as well as on the land, depending on the season. By far the 
greatest part of the employment shown in industry and cottage industry rep¬ 
resents unpaid family members who worked only part time and at home. 
The professions and liberal arts group, with nearly 200,000 w^orkers or 3.2 per 
cent of the total, included 128,000 monks. Unregistered healers undoubtedly 
accounted for most of the 29,000 workers shown in the medicines category.^ 
It has not been possible to establish how many of the 20,900 persons included 
under the heading '‘arts, sciences, entertainment, astrology, etc.” were astrolo¬ 
gers. 

Of the total working population of 6.2 million, female workers, including 
working dependents, numbered close to 2 million, or 32 per cent of the total. 
About one third of the agricultural workers were women. In most handicraft 
occupations, women predominated; they accounted for 96 per cent in the 
textile category, over 70 per cent in pottery and earthenware, and more than 

3. Economic Survey of Burma i(j53, Tabic 2, p. 4; The National Income of Burma jgsS, 
Rangoon, 1958, Summary Table iB, p. 5. 

4. Economic Survey of Burma 7959, Tabic 4, p. 9. 

5. Economic Survey of Burma 19$^, Tabic 4. 

6. There were in Burma before the war only 1,599 doctors, 956 nurses and 1,513 midwives 
(George E. Harvey, British Rule in Burma 1824-1947., Faber and Faber, London, 1946, p. 45). 
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Table i 

Distribution ot Workers 
BY Major Census Classification, 1931 


Classification 

Number 
( Thousands) 

Per Cent 

Total 

6,211.0 

100.0 

Exploitation of animals and vegetation 

4,321.4 

69.6 

Ordinary cultivation 

4,009.1 

64.5 

Sj)ecial crops 

118.6 

1.9 

Forestry 

52.7 

•9 

Animal raising 

79-9 

1.3 

Fishing and Ijunting 

61.0 

I.O 

Explf)itation of minerals 

21.9 

*3 

f’ixploitation of petroleum 

17.6 

.3 

Industry (inch cottage industries) 

644.4 

10.7 

Textiles 

233*2 

3.7 

Sawyers 

21.3 

.3 

Metals 

21.6 

.3 

Ceramics 

13.5 

• 2 

Chemical products 

18.5 

•3 

Rice j)roccssing 

633 

i.i 

Other food industries 

78.2 

1*3 

Articles of diess 

60.0 

I.O 

Misc. construction and wood crafts 

101.5 

1.6 

Misc. industry 

53*3 

.9 

Transport 

222.1 

3-5 

Water transport 

73*7 

1.2 

Roads and bridges 

35-0 

.5 

Road tratisport 

80.5 

1*3 

Rail transport 

27.8 

■4 

Other 

5 *w 

.1 

Trade 

557.2 

9.0 

Banks, insurance, brokerage, etc. 

13.2 

.2 

Textiles 

18.8 

*3 

Wood (cxcl. firewood) 

14.9 

,2 

Trade in f(K)dstuffs (inch hotel, etc.) 

446.7 

7.3 

Other trade 

63.8 

1.0 

Public administration 

49.9 

.8 

Professions and liberal arts 

198.9 

3-2 

Religion 

128.3 

2.1 

Medicines (inch unregistered healers) 

29.1 

•5 

Instructions 

20.7 

•3 

Arts, sciences, entertainment, astrology, etc. 

20.9 

.3 

Domestic service 

44.7 

.7 

Miscellaneous 

118, T 

1.9 


Source: 1931 Census, Part II, from K.T.A. Preliminary Report, p. 10. 
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55 per cent in Jacquerware, baskets and other woody materials. Women also 
comprised more than half of ail workers engaged in trade. Ihey panicipated 
only to a smnll extent in minerals exploitation, in transport and communica¬ 
tions and in the public service/ 

Data on the functional distribution of employed workers in 1951 are avail¬ 
able for male workers only. These data, covering nearly 3.8 million workers of 
all races, are given in Table 2, which also gives the distribution of jobs or 
functions by racial group. 

As might be expected, over two thirds (nearly 70 per cent) of the male 
workers were occupied in agriculture — 31 per cent as cultivating landowners, 

14 per cent as cultivating tenants and 24 per cent as agricultural laborers. (If 
we take all agriculturists as equal to 100, 45 per cent were cultivating land- 
owners, 20 per cent were cultivating tenants and 35 per cent were agricultural 
laborers.) Unskilled and semi-skilled laborers, at IT.5 per cent of the total, 
were the next largest group. Traders and shop assistants, at 6.5 per cent of the 
total, and craftsmen, at 5.1 per cent, were the only other sizable groups. Man¬ 
agers and officials of organized industrial undertakings accounted for less than 
one tenth of one per cent of the total. 

The racial distribution shows that while Burmans comprised 53 per cent 
of all male workers, they accounted for 68 per cent of all cultivating tenants 
and an almost identical percentage of all agricultural laborers. Sixty-one per 
cent of the rentiers were Burmans, as were some 57 per cent of the craftsmen. 
Burmans accounted, however, for only a minority of the unskilled and semi¬ 
skilled laborers, the clerical workers and military and police personnnel. 

Indigenous races other than Burman, comprising only 29 per cent of the 
male working population, accounted for more than half of all cultivating 
landowners. This fact was undoubtedly due to the concentration of these 
people outside Lower Burma, in areas where land alienation had not pro¬ 
gressed as far as it had in Lower Burma. As tenants, agricultural laborers, 
rentiers and military and police personnel, their distribution was roughly 
comparable to their numbers. In other occupations, however, this was not the 
case. 

Indians born outside Burma, who constituted one eighth of all male work¬ 
ers, concentrated heavily in the military and police forces, in the clerical occu¬ 
pations, in trade and in the handicrafts, yet they provided Burma at the same 
time with virtually her entire force of menial sweepers and scavengers. The 
participation of Indians in agriculture and as rentiers was far below their 
population proportion. The Chinese, forming only 2 per cent of the male 
working force, tended to concentrate in trading, craft and clerical occupations. 
They also provided management officials well in excess of their population 
proportion. The “other races” group, which would include such westerners as 
7. 1931 Census, from K.T.A. Preliminary Report, p. 9. 
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were in Burma, concentrated heavily in manag'ement, in the military and 
police forces and in the clerical occupations. 

WAGES AND INCOME 

Data on wages and income in 193S-39 are available but fragmentary. Agri¬ 
cultural workers were paid largely in kind. Typical pay for agricultural 
laborers was ten months’ board and lodging for the season’s work, plus 100 
baskets of paddy.^ The number of factory workers was small. In the relatively 
highly paid government service, a peon (or ofiice boy) received 16 rupees^^ 
per month, a lower-division clerk 50 rupees, an upper-division clerk luo rupees 
and a superintendent 320 rupees. These amounts would have to be multiplied 
three or four times to arrive at their equivalent purchasing power today. This 
would make their present value in dollars equivalent to, say, $ii per month 
for the peon, S35 for the lower-division clerk, $70 for the upper-division clerk 
and $235 for the superintendent. Most workers in clerical and trading occupa¬ 
tions just preceding the war were paid a wage somewhat above that of a peon, 
but well below that of a lower-division clerk. Better-paid workers in the few 
large factories and skilled workers in the mines and oil fields received wages 
comparable to those of the lower-division clerk. The considerable number of 
persons occupied in so-called cottage industry were almost all self-employed 
and family workers who engaged in production only on a part-time basis. 
Their annual income, essentially a supplementary income, probably averaged 
not more than the current equivalent of $50 or so per year. 

The data on national income that have been developed since World War II 
indicate current average per capita consumption to be only 80 per cent of the 
pre-war level. Undoubtedly some of the extremes in the pre-war income 
distribution have since been leveled out, so that living levels at the lower end 
of the income scale are today somewhat higher in relation to pre-war than is 
indicated by the more general measure. This comparison suggests that such 
data on wage and income levels as have become available in recent years 
afford a reasonably good indication of the wage and income structure before 
the war. 

Crude data from a sample of 108,000 households in Rangoon in January 
1950 showed roughly one third of the households receiving incomes of less 
than 100 rupees ($21) per month, and another 27 per cent receiving from 100 
to 200 rupees. Close to 13 per cent fell in the income class from 201 to 300 
rupees per month. One half of all the households had combined incomes equal 

8, A basket is equal to 46 pounds of unmillcd rice. One hundred baskets of paddy would 
translate roughly into some 3,300 pounds of milled rice. 

9. Although a separate Burmese currency was established after separation from India in 1937, 
only some time after independence did the rupee become the kyat. The exchange rate of each has 
always been 13.3 to the pound sterling. With the pound at $2,80, rupees and kyats arc worth one 
shilling sixpence, or 21 cents. 
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Table 3 

Income Data on Sample Basis, 1957 


{Based on /./ Million Persons) 


Average 

Annual Income 

Per Cent 
of Total Sample 

Number of Persons 11 Years 
and Over Who Had Done 
Some Work During Year 
{Thousands) 

Total 

100.0 

1,108.7 

Under K 250 

8.8 

97.2 

K 250-K 499 

14.9 

164.9 

K 500-K 749 

17.2 

190.6 

K 750-K 999 

12.2 

134-4 

K i,ooo-K 1,999 

U .9 

364.2 

K 2,000-K 2,999 

f >-3 

70.0 

K ,^,000-K 3,999 

3.9 

43-1 

K 4,000-K 4,999 

1.2 

13-3 

K 5,ooo-K 7,499 

1.4 

15-9 

K 7,500 and over 

I.O 

11.5 


Source: Sample Censtts, Population, Housing and Cottage Industry, C.S.K.D., Rangoon, 

1958, 'I'ablf XVIII, p. 44. 


to no more than $35 per month, three fifths fell below $42, and more than 
seven tenths were below $63. Indications were that unskilled laborers in 
Rangoon earned the equivalent of $14 to $18 per month, while skilled factory 
workers earned from $23 to $32.^® 

Figures for 1951 published in the Burma Labour Gazette gave average 
monthly wages for close to 50,000 workers in some 763 establishments in vari¬ 
ous occupations. These averages were: railway transport, with close to 19,000 
workers, 115 rupees ($24.15) per month; rice milling, with some 8,000 work¬ 
ers, 91 rupees ($19.11); sea and river transport, with approximately the same 
number of workers, 118 rupees ($24.76); oil extraction, with over 4,000 work¬ 
ers, 178 rupees ($37.38); sawmilling, with over 3,400 workers, 82 rupees 
($17.22). The highest monthly average wage was in banking, with some 1,300 
workers; it was 213 rupees ($44.73).^^ 

The 1957 census gathered data on population, housing and cottage industry 
for the 252 centers classified as towns. These towns had a total population of 
close to 3.3 million and contained 708,000 households. Income data were taken 
on a sample basis from the i.i million persons eleven years of age and over 
who had done some work during the census year. (See Table 3.) If these 
figures arc converted to dollar equivalents, it will be seen that nearly 9 per 
cent reported annual incomes below $52.50 per year, 15 per cent below $105, 
17 per cent below $157.50,12 per cent below $210, and 33 per cent below $420. 
Thus two fifths of the urban working population earned less than $157.50 per 


10. K.T.A, Preliminary Report, p. 14, 
n. Ibid. 
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Table 4 

Urban Family Incoml, 1957 


Average Annual 
Income 

Number ol 
Families 
( Thousands) 

Per (a nt 

Total 

<>77 

too 

liclow K 500 

80.7 

12 

K 500-K 2,499 

4 ^ 3-5 

68 

K 2,500-K 4,909 

82.5 

12 

K 5,ooo-K 9,999 

39.5 

5.8 

K 10,000 and over 

10.8 

1.6 

Source: Adapted from i()^y 

Sample Census, Population, 

Housing and Cottage Industry, 


C.S.E.D., Rangoon, 1958, Table VI, p. 53. 


year, more than half less than $2 to per year, and more than 85 per cent less 
than $420 per year, or S35 per month. 

According to the 1957 sample household income tabulation (Table 4), 12 
per cent of all households had annual incomes below 500 kyats ($105) per year, 
80 per cent below 2,500 kyats ($525), and 92 per cent below 5,000 kyats 
($1,050). Approximately 80 per cent of all households in the towns thus had a 
monthly income of less than $44. 

The median income of the urban population in the towns was 696 kyats 
($146) per year. 

HEALTH 

The span of human life in pre-war Burma was short, standards of sanita¬ 
tion were extremely low, infectious disease was widespread, medical services 
and facilities were very limited and infant mortality rates were very high. 

The pre-war data, obviously unreliable, show a birth rate of about 35 per 
1,000 and a death rale of about 25 per t,ooo.^^' The average life expectancy at 
birth was approximately 31 years. This low expectancy was due chiefly to a 
very high infant mortality rate of 204 per 1,000.^^ Malaria, cholera, smallpox, 
plague, dysentery and respiratory diseases (including tuberculosis) were the 
most common diseases. Malaria and dysentery, both bacillary and amoebic, 
were particularly widespread. Yaws, beriberi, trichinosis, skin diseases and 
leprosy were also quite common. 

In the entire country, according to figures given by Andrus, there were 315 
hospitals and dispensaries, with a little more than 9,000 free beds, for a popula- 

12. The apparent annual population increase of 10 per 1,000 indicated by these figures is be¬ 
lied by the relatively reliable census data, which show an average population increase of 14 i)er 
1,000 in the decades preceding World War II (J. Russell Andrus, Burmese Economic Life, Stan¬ 
ford University Press, Stanford, 1957, pp. 283-85). 

13. Harvey, op. cit.,p. 44. 
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tion of nearly 17 million peopleJ"* Harvey reports that qualified medical per¬ 
sonnel consisted of some 1,600 doctors, less than j,ooo nurses and approximately 
1,500 midwives. Two thirds of the doctors were Indian, only one doctor in five 
was Burmese.^*' Only ten qualified dentists were listed, all of whom practiced 
in Rangoon, Moulmein and Mayrnyo.^^ 

EDUCATION 

Simple literacy was widespread in the pre-war years. More than one half 
of all males and about one sixth of all females could read and write. Literacy 
among Burmese-speaking peoples — that is, excluding the Shan States and 
the hill peoples — was even higher: more than seven tenths of all males and 
more than one fifth of all females were literate. Since most of the boys had 
been taught in monastic schools, which had been deteriorating for some time, 
the levels of literacy achieved were, however, quite rudimentary.^' There 
were in all something over 7,000 recognized schools in 19^5, with a registra¬ 
tion of 516,000. Of those enrolled, 443,000 were in the primary schools, 52,000 
in the middle schools and 13,000 in the high schools. There were also some 
2,000 students at the collegiate level. 

These figures indicate that less than one in four of Burma’s more than 
30,000 villages had a school of any standing. In addition to the recognized 
schools, there were, according to (hant, more than r8,000 unrecognized insti¬ 
tutions accommodating more than 200,000 pupils. These were for the most 
part monastic schools. Taking Grant’s figures on the population of recognized 
schools against the age distribution of the population, it would appear that 
perhaps one fifth of all children in the five- to ten-year-old age group, and 
perhaps one twentieth of all children in the ten- to fifteen-year-old age group, 
were enrolled in such schools. 

There were only 250 middle and high schools in the entire country.^^ Many 
of them were run by missionaries. Since nearly one third of the secondary- 
school pupils were concentrated in Rangoon, a number of the urban centers 
classified as towns by the census must have lacked a middle or high school. 
The Anglo-vernacular schools at the higher levels would seem to have been 
devoted largely to the training of clerks,and the educational system was 
evidently productive of much frustration and discontent. 

The single University of Rangoon, with colleges of arts and science, medi¬ 
cine, education and agriculture, and departments of engineering and law, 

14. Andrus, op. cit., p. 288. 

15. Harvey, op. cit., p. 45. 

16. Andrus, op. cit., p. 291. 

17. Ibid., pp. 36-37, and Harvey, op. cit., pp. 45-56. 

18. W. J, Grant, The New Burma, George Allen and Unwin Ltd., London, 1942, p. 135. 

19. Harvey, op. cit,, p. 46. 

20. J. S. Furnivall, Colonial Policy and Practice, Cambridge University Press, Cambridge, 1957, 
PP-123-30. 
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had by an enrollment of about 3,000 students. Relatively few of these 

studied medicine and c/\i^ineering: the heavy concentration was in the arts and 
law faculties. According to Andrus, a one-time professor of economics at the 
university, “The scholastic standard of the University was held rather high.”"^ 
Harvev^" disputes this. According to him, entrance standards to the university 
were progressively lovrrcd on the insistence of Burmese politicians (“two 
thirds . . . should never have been admitted”), so that standards deteriorated 
sadly, and discipline as well 

Curricula in the schools were not adjusted to the requirements of the mod¬ 
ern world. Hagen reports that “the education offered was largely devoid of 
vocational, technical or scientific content. Nor were the few high school grad¬ 
uates properly prepared for a cultural college education, for the high schools 
taught almost nothing about social or political institutions.”"^ Finally, at the 
higher levels of education, Indians rather than Burmans predominated. In 
1937, 4 ^^ advanced students, only 126 were Burmans."'^ 

AGRICULTURE 

Close to 70 per cent of Burma’s pre-war population lived and worked on 
farms, of which there were sSome 1.7 million with a total acreage somewhat in 
excess of 19 million. These farms were powered by approximately 5 million 
oxen and i million buffaloes."*'' Making allowance for animals below working 
age, the data support the adage that the typical farm in Burma is a “one-yoke 
farm”—-two draft animals on a lo-acre farm. The Season and Crop Reports 
cited by Andrus show also 971,000 plows and 785,000 carts, averaging out at 
one plow for every two farms and two carts for every five farms. The acreage 
under irrigation, mostly in the Dry Zone, was roughly 1.5 million, or less than 
8 per cent of the total. 

Of the total acreage planted to crops, more than 60 per cent was planted to 
paddy, as is shown in Table 5, which gives the production, as well as acreages, 
of the major crops. The paddy yield was less than t,^oo pounds per acre, one 
of the lowest of any major rice producing country. This yield, equivalent to 
some 27.5 bushels per acre, compared with 49.7 bushels in the United States, 
52.5 in China, 75.4 in Japan, 103.9 ^^4-4 Spain.^® 

Nearly half of all the farm land — 48 per cent — was farmed by tenants. Of 
this land, 34 per cent was owned by non-agriculturists and 14 per cent by other 
farmers; the remaining 52 per cent was farmed by owner-cultivators. The 


21. Andrus, op. at., p. 38. 

22. Op. at., pp. 47-48. 

23. Everett E. Ila^jen, The Economic Development of Burma, N.P.A. Planning Pamphlet No. 
()6, Washington, 1956, p. 22. 

24. Ihtd., p. 23. 

25. Andrus, op. cit., Table X, p. 53. 

26. K.T.A. Preliminary Report, p. 47. 
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Table 5 

Agricultural Acrlagl and Production, 
1936-37 TO 1940-41 AvI'RAGE 



Acres 

{Thousands) 

Production 
(Thousands of 

Lonf{ Tons) 

Total 

T9, 166 


Padtly 

12,832 

7,426 

Groundnut 

808 

181 

Sesanium 

T,.IOI 

45 

Cotton 

452 

21 

Pulses 

1,329 

250 

Sugar cane 

64 

1,000" 

Millet 

475 

78'’ 

All other 

1,805*^ 

— 


Sourer: Ecojwmic Survey of Burma Kjsq, Tables 7, 9, pp. 13, 17. 

a. Reduces to sUiS^ar in the ai^proximatc ratio of loii. 

b. Production figure includes wheat, acreage docs not. 

c. Inclutled in i940-,|i (in thousands of acres): maize, 214; grain, 275; chillies, 12^; tobacco, 
134^ h»ddcr crops, 190; vegetables, 96; plantains, 60; miscellaneous cereals, 164; and fruit gar¬ 
dens, 377. (f. Russell Andrus, Burmese Economic Life, Stanford University Press, Stanford, 1957* 
p. 51.) 


picture is quite difTerent when viewed separately for Upper and for Lower 
Burma. In Upper Burma, 68 per cent of the land was farmed by owner- 
cultivators, and ]e.ss than half of the 32 per cent operated by tenants was 
owned by non-farmers. In Lower Burma, only two fifths of the land was 
operated by owner-cultivators; of the 59 per cent operated by tenants, non¬ 
agriculturist absentee landlords owned the predominant share.“” The rate of 
turnover among agricultural tenants was very high.“‘‘^ 

A number of interesting characteristics of Burmese agriculture were re¬ 
vealed for the first time by the first-stage census taken in 1953. While these 
are sample data covering only some 47,000 farms and are not altogether 
typical (they were taken in connection with the population census of 252 
towns and represent either farms wdthin those towns or farms operated by 
residents of those towns), they nevertheless afford informative insights into 
the structure of agriculture. The characteristics shown may be taken as reason¬ 
ably valid for the pre-war period. 

The 47,000-odd farms had a total area of some 482,000 acres, of which 54 per 
cent was tenant-operated. While the average size of these farms was just over 
10 acres, 40 per cent were farms of less than 5 acres. Farms of this size ac¬ 
counted for only 6 per cent of the acreage. Twenty-two per cent of the farms, 
with 15 per cent of the acreage, were in the 5-10-acre size group; 16 per cent, 

27. Report on Land Administration of Burma cited in K.T.A. Comprehensive Re¬ 

port, Vol. I, p. 134. 

28. Andrus, op, cit,, pp. 71-72. 
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with i8 per cent of the acreage, in the io-T 5 -acre size group; 7 per cent, with 
nearly 12 per cent of the area, in the i5'-20-acre size group; and 14 per cent, 
with 49 per cent of the area, were 20 acres or more in size. The large propor¬ 
tion of farms of less than 5 acres undoubtedly reflects the atypical nature of the 
urban farm sample. 

There was no very significant variation in ownership or tenancy between 
farms of different sizes. Of the rented farms, 65 per cent were on a fixed-rent 
basis, and 8 per cent on a share-of-produce basis. The others were rented 
under special arrangements in which consideration was given to felt obliga¬ 
tions towards relatives and friends. 

In yields, the paddy farms in the size group under 5 acres were in the lead, 
reflecting a more intensive cultivation. The cattle population reported showed 
an average of two working animals per farm and an average of 9.9 acres per 
team. The meat-animal and poultry population was most heavily concentrated 
in the farms under 5 acres in size, indicating that an important element in the 
operations of this group was the production of meat and poultry for sale in 
the urban communities in or near which they are located. 

Among the most interesting of the data arc those which report the receipts, 
expenditures and net income of the farm operators. Average annual receipts 
per farm for the entire group were J,i39 kyats ($239); average expenses, 716 
kyats ($150). The latter consisted of operating expenses of 520 kyats,inter¬ 
est of 70 kyats, rent of 81 kyats, and land tax of 45 kyats. The average net in¬ 
come per farm was 423 kyats, or less than $89 per year.’^^ 

The range in average net income among farms of various sizes was not 
what one would expect, except for the farms of 20 acres and more. In fact, the 
average net income on the small intensive farms under 5 acres in size was 
substantially larger than that of the 5-10-acre and the 10-15-acre farms, and 
equaled that of the T 5 - 2 o-acre farms. 

Of equal interest in the economics of Burmese agriculture are the detailed 
data on loans received and interest paid by the farm operators. Some 28,000 
out of the 47,000 farms covered by the survey reported borrowing 8.7 million 
kyats and paying interest of 3.3 million kyats, or 38 per cent of the money 
borrowed. Since the average loan period was less than a full year, the annual 
interest rate was obviously higher than 38 per cent. The loans were extended 
both by government agencies and by private lenders. The latter provided 

29. Average farm operating expenditures were distributed as follows: 



Per Cent 

Wages 

53 

Livestock feeding 

20 

Cattle and implement hire 

7-4 

Repairs 

6-5 

Seed purchase 

5.8 

Transport costs 

3-8 

All others 

3-5 


30. However, for roughly one half of all farms which reported as part of their income con¬ 
sumption on the farm, indicated net cash income was only two thirds of this figure. 
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roughly three times as much credit as the former, and at a very much higher 
rate of interest. Whereas the rate paid for government credit was less than 8 
per cent, that paid to private lenders was well over 50 per :ent.^^ Since the 
average interest paid per farm for a private loan of some 300 kyats was in 
excess of 160 kyats, and since the average net income per farm was only 423 
kyats, it is plain that the provision of credit at modest rates of interest could 
increase average net farm income by one third. 

FISHERIES 

Together with rice, salt and tea, fish and fish products constitute the essen¬ 
tial elements in the Burmese diet. Owing to a lack of refrigeration facilities, 
most of the catch is dried or salted, and much of it is pounded into ngapi, a 
fish paste eaten with rice, 'fhc coastal areas, rivers and streams, the inland 
lakes, and even the rice paddies contribute to the catch. Deep-sea fishing is 
relatively neglected. 

The T931 census listed 61,000 persons as engaged in fishing and hunting. 
Undoubtedly a great many others were part-time fishermen in the ofl-agri- 
cultural season.'^^*^ 

TIMBER 

With some 53,000 workers engaged in forestry, the timber sector was re¬ 
sponsible for 7 per cent of the country’s total output in 1938-39, and for some 
7 per cent of the value of all exports. The value of timber exports matched 
that of all agricultural produce (cotton, pulses, rubber, oil cakes, etc.) other 
than rice. 

The chief timbers were teak, with an annual production of more than 
450,000 round tons, and non-leak hardwoods, with slightly more than 500,000 
tons. Over 200,ocx) tons of trimmed teak were exported in the form of squares, 
mostly to India. Firewood was also an important product, being used as a fuel 
in river transport, on some sections of the railway, in some local sawmills and 
factories and for small-scale electricity generation, as well as for heating in 
the hilly areas. Converted to charcoal, it was the chief cooking fuel in urban 
areas. Among lesser forest products were bamboo, canes, lac, cutch and thitsi. 
Bamboo has a number of important applications. It is used for housing, 
utensils, baskets and rafting, and also in bridgemaking and, as pulp, in crude- 
paper making. Lac, useful in varnishes, sealing wax, etc., and cutch, used in 
tanning, were both exported in some quantity. 

Two important aspects of the teak industry are the long production cycle 

31. U Tun Wai {Burma's Currency and Credit, Orient Lonjcmans T.td., Calcutta, 1953, pp. 96, 
148) places effective rates of interest on “Sabape” loans (repayable in kind) at 200 and more 
per cent. 

32. From the Rangoon golf course during the monsoon season, the author has often seen 
people from the nearby villages wading in the chaungs which serve the course as water hazards, 
and fishing either with poles or with their hands. 
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and the dependence on elephant power. Since green teak is loo heavy to float, 
the trees arc first girdled — that is, ringed to the heartwood — in the forest. 
Only after two years can a girdled tree be felled. It is then dragged by 
elephants to a stream and must wait there until the high waters during the 
monsoon float it to the river. On the river journey the logs are rafted. Two to 
four years may elapse between the felling and the arrival of the logs at Ran¬ 
goon or Moulrncin, ^vhere they arc milled and made ready for export. I'he 
production cycle, beginning with girdling, is commonly reckoned at six years. 
Widespread insurrection in the post-war period seriously deterred girdling 
work, and this interruption largely explains why it took so long to effect a 
substantial revival ol the teak export trade. Loss of animal power was another 
serious deterrent to the revival of the industry. Elephants arc used not only 
to bring the logs to stream-side but also to break log jams on the river. Before 
the war, the companies engaged in teak operations used some 6,000 elephants 
as motive power. These herds were badly depleted during the war, and many 
animals were subsequently lost to the insurgents. 

MINING 

With something over 50,000 workers,*^^ mining contributed 5.5 per cent to 
the value of total output and approximately 35 per cent to the value of all 
exports. 

The most important mineral product was crude petroleum, with an out¬ 
put of 276 million imperial gallons, of which more than 200 million were 
exported. Other important components of minerals production were some 
4,300 tons of tungsten concentrates, 5,400 tons of tin concentrates, 5,600 tons 
of mixed tin and tungsten concentrates, 77,200 tons of lead and lead con¬ 
centrates, 59,300 tons of zinc concentrates, and 26,000 tons of iron ore. Pro¬ 
duction also included more than 6 million ounces of silver, 1,000 ounces of 
gold, 212,000 carats of rubies, t 1,000 carats of sapphires, 18,000 carats of spinel, 
17 tons of jadeite, 84 pounds of amber, and minor tonnages of copper matte, 
galena, nickel speiss and antimonial lead.’^^ Petroleum exports alone accounted 
for some 23 per cent, and other mineral exports for some 12 per cent, of the 
value of all exports.'^’'' 

3^. The 1931 census showed close to 18,000 workers cn^jaged in ])etrolciim extraction, and 
about 22,000 in other minerals production. However, Harvey reports that just before the war 
some 23.000 workc^rs were en^’^n^^cd in oil prcnluction, and about 35,000 in minerals production 
at the Bawdwin and Mawchi mines and in the Tcnas.scrim. He places a labor force of 11,000 at 
the Bawdwin Mines, and states that 24,000 were engaged in tin and wolfram production at the 
Mawchi Mines and in the Tenasserim. These figures make no provision ff)r other minerals produc¬ 
tion. (Harvey, op. cit., pp. 61-63.) 

34. The figures on amber, jadeite, spinel, copper matte, galena, nickel speiss and antimonial 
lead refer to 1953 production. 

35. The source for most of the production and export figures shown above is the Economic 
Survey of Burma 1950, Tables 16 and 17. Other data arc derived from an official Government of 
Burma document. Economic Analysis. Burma's Economic Conditions, Plans and Prospects, pre- 
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Three British firms monopolized the oil industry: the Burmah Oil Com¬ 
pany (accounting for three quarters of the output), the Indo-Burma Petro¬ 
leum Company (12 per cent), and the British Burmah Petroleum Company 
(9.5 per cent)/^® In the ten-year period 1928-^^8, the average yield of the 
Burmah Oil Company on its ordinary stock was 22 per cent.*^^ In 19:57 the 
dividend was 30 per cent.^® According to Harvey, only one third of the large 
labor force in the oil industry was Burmese a generation before the war. 
Burmese, however, comprised half of the labor force by 1927, and three fifths 
ten years later.*^® 

The Burma Corporation, a British concern, operated the great silver, lead 
and zinc mines at Bawdwin, employing Gurkhas and Indians as under¬ 
ground workers and Sino-Shans and Chinese in work above ground. As 
of 1940, it was estimated that half of the known reserves of the l^awdwin 
Mines had already been extracted. The depleted state of the reserves, w^hich 
would have provided for only eight to ten years of production at the pre¬ 
war level, was responsible for the reluctance of the post-war joint venture with 
the Burmese Government to replace at high cost more than one third of the 
previous capacity of the mill that was destroyed during the war. 

The British-owned Mawchi Mines ranked as the largest individual tung¬ 
sten-producing mine in the world.'*^^ It supplied roughly half of Burma’s tin 
and tungsten production. As at Baw^dwan, the labor force was made up 
largely of Gurkhas and Indians. The proven reserves ensured many years of 
full-scale operations. A number of smaller mining companies in the Tenas- 
serim accounted for the other half of Burma’s tin and tungsten output. The 
more important of these were also British-owned and supplied the major part 
of that region’s output. 

Reported production at the ruby and sapphire mines at Mogok in the Shan 
States has undoubtedly been vastly understated by the industry. The finest 
jade in the w^orld is said to have been produced in Burma. Jadeite was never 
cut and polished domestically, but was exported in low-cost slabs, chiefly to 
Hong Kong and China. 

INDUSTRY AND MANUFACTURES 

Analysis of national income data for the pre-war period suggests that manu¬ 
factures contributed 11 to 12 per cent of the total national product. This total 
was made up approximately as follows: industry (other than rice processing), 


pared f(3r the World Hank Mission in January 1955 by Robert R. Nathan Associates, Inc., Tables 
8-11, pp. 38-42. 

36. Andrus, op. cit., pp. 117-18. 

37. Harvey, op. cif., p. 61. 

38. Andrus, op. cit., p. 120. 

39. Harvey, op. cit., p. 62. 

40. Andrus, op. cit., p. 126. 
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Table 6 

Number or Factories and of Workers Employed, 1940 



Establishments 

Workers Employed 
{Thousands) 

Total 

1,027 

89.4 

Rice mills 

67.3 

41.6 

Sawmills 

116 

II .6 

Petroleum refineries 

10 

7.5 

Cotton gins 

54 

3.8 

Railway workshops 

12 

3.3 

General engineering 

19 

3.0 

Printing 

19 

2.7 

Dockyards, etc. 

9 

2.2 

Matches 

5 

2.0 

Vegetable oil mills 

29 

1*5 

Cotton mills 

I 

I -.3 

Flosiery and underwear 

2 

I.T 

All other* 

78 

7.8 


Source: Adapted from J. Russell Andrus’ Burmese Economic Lije (Stanford University Press, 
Stanford, 1957, Table 21, p. 142), which was in turn condensed from the Annual Report on the 
Working of the Factories Act, 1940. 


a. Includes woolens, ordnance, ice and aerated water, rubber goods, rope, soap, jewelry, starch, 
cement, etc. 

4 per cent; rice processing, 3.4 per cent; cottage industry, 3 per cent; and 
ngapi manufacture, i per cent. The 1931 census showed some 664,000 workers 
engaged in industry and cottage industry. This number would have been, 
say, 10 per cent larger by 1938-39. However, the Annual Report on the Work¬ 
ing of the Factories Act for 1940 showed less than 90,000 workers employed 
in a little over 1,000 factory establishments.^^ Close to 650,000 workers must 
have been engaged in smaller establishments and in home production, most of 
them in the latter and working part time. 

The chief types of factory production in 1940, together with the number of 
establishments and the number of persons employed in them, are shown in 
Table 6. 

Two thirds of all establishments qualifying as factories were rice mills, 
which employed more than 46 per cent of all factory workers. More than 10 
per cent of the establishments were sawmills, which employed 13 per cent of 
the workers. Petroleum refining accounted for 8.4 per cent of all factory em¬ 
ployment. Thus, together rice milling and sawmilling accounted for three 
fifths and, with petroleum refining, almost seven tenths of all factory em¬ 
ployment. 

41. A factory is defined for the purposes of the Act as “premises in which power is used in 
aid of the manufacturing process and where 20 or more workers arc employed.” (Andrus, op. cit., 
p. 142.) 
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Nearly half of the factory workers were employed within Rangoon and its 
industrial suburbs. Most of the important factories were owned by British 
interests, while a few of the medium-sized establishments were owned by 
Indians or Chinese. Except for the small upcountry rice mills, Burmese 
ownership was not a significant factor in the manufacturing industry. 

The relative importance of the various handicraft industries is indicated in 
the employment data tabulated in the 1931 census, as reported by Andrus.'^^‘ 
According to these data, approximately 250,000 workers were engaged in 
cotton spinning, sizing and weaving; 66,000 in lacquer ware and related pro¬ 
duction; 51,000 in tailoring and dressmaking; 42,000 in carpentry and similar 
occupations; 36,000 in palm-toddy production; 24,000 in cheroots production; 
22,000 in jewelry production; 13,000 in blacksmithing and metalworking; and 
12,000 in pottery making. 

TRANSPORT AND COMMUNICATIONS 

With the exception of early international air travel,^'* international pas¬ 
senger and freight traffic to and from pre-war Burma was almost exclusively 
by sea. Internally, transport was by the railways, the waterways and the high¬ 
ways, which ran more or less parallel to one another in a generally north-south 
direction. 

The railways operated a little more than 2,000 miles of meter-gauge line, 
utilizing 35(S locomotives, 762 passenger cars, 384 other coaches and 7,583 
wagons. They carried less than 20 million passengers and more than 4 million 
tons of freight per year. The average passenger haul was about 24 miles; the 
average freight haul, 172 miles. More than 60 per cent of the officers of the 
Burma railways were English; only t 6 per cent of them were Burman. The 
remaining officers were Anglo-Burmans, Anglo-Indians and Indians. 

Organized inland-water transportation w^as mainly in the hands of the 
Irrawaddy Flotilla Company. This Scots concern carried 7 to 8 million pas¬ 
sengers and 1.5 million tons of freight annually in its 263 power craft and 383 
dumb craft (non-powered barges). Its steamer crews numbered 5,500, its 
dockyard employees 3,000 and its clerical staff 500. Data on passenger and 
freight miles are not available. Also, most of the large firms in the rice, tim¬ 
ber, petroleum and other industries had their own vessels. Their craft were 
augmented by thousands of individuals and small firms operating anything 
from small sampans to small steamers. The total traffic carried on the rivers 
is estimated to have been several times that carried by the Irrawaddy Flotilla 
Company. Total inland water traffic probably exceeded that carried by the 
Union of Burma Railways. 


42. 0/7. pp. 1^3-36. 

43. Imperial Airways, KLM, Air France and the China National Aviation Corporation operated 
one to three services per week, according to Andrus {op. cit., pp. 249-50). 
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Highways in the pre-war period consisted of approximately 17,000 miles of 
vehicular roads. Of these, little more than 6,000 miles were metaled, surfaced 
and motorable in all seasons. Another 6,000 miles or so were earth or gravel 
roads motorable in the dry season only. Close to 5,000 miles of earth and gravel 
roads were designed for ox-cart travel and were not motorable at all. There 
were fewer than 20,000 registered vehicles in the entire country. 

The ports were well developed. The largest port was, of course, Rangoon, 
with Moulmein, Akyab and Bassein vying for second place. Some 828 ocean¬ 
going vessels were recorded as having entered Burmese ports in 1940. Count¬ 
ing coastal traffic, Rangoon port alone had more steamers than this. Freight 
imports and exports at the port of Rangoon were 1.4 million tons and 3.7 
million tons, respectively. 

Coastal shipping and trade were important, particularly between Rangoon 
and Akyab to the west and Moulmein to the east. 

Communications facilities on the whole were quite limited. A reasonably 
adequate telegraph system with more than 8,000 miles of line and more than 
33,000 miles of wire operated out of 656 telegraph offices and covered the en¬ 
tire country. The Rangoon telephone system had only some 2,800 subscribers, 
augmented by some 1,270 connections maintained by the Government itself. 
Telephone systems in other towns were very small even by comparison with 
the Rangoon system, and inter-town communications were limited. There 
were thirteen radio stations, thirty-two receivers and two broadcast trans¬ 
mitters. Of the country’s 6,ooo-odd radio sets, more than half were in Rangoon 
and more than half of these were western owned. There were 372 post offices, 
and the postal service is said to have been reasonably satisfactory.'^* 

FOREIGN TRADE 

The outstanding characteristics of Burma’s foreign trade in the pre-World 
War II period were (a) the unusual degree to which the economy was de¬ 
pendent on foreign trade; (b) the unusually favorable balance of that trade; 
(c) the predominance of rice and oil among exports; (d) the importance of 
India as a trading partner with respect to both exports and imports; and (e) 
the degree to which both the import and the export trade were dominated and 
controlled by foreigners. 

For the five-year period 1936-41, the average value of exports was nearly 
one half the value of the total domestic product. The average value of imports 
was nearly one quarter the value of the total domestic product. Iffie value of 
exports and imports combined was approximately seven tenths that of the 
total output of the country. 


44. The source for most of the information on transport and communications has been Andrus 
{op. cit., ("hapters 15-20). Some of the data used, hc.wcver, l)avc been drawn from the K.T.A. 
Comprehensive Report and from the Economic Survey of Burma 1^54. 
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Table 7 

Fori.icn Tradf. Balancf, 1901-41 


Millions ol Kyats 


Years 

Fix ports 

Imports 

Kxccss 

of 

Imports 

Percentage 
Kxcess of 
F.x ports 

1901-06 

210.6 

145.1 

65-5 

45 

1906-11 

304.8 

184.0 

120.8 

66 

1911-16 

356.8 

211.8 

145.0 

68 

1916-21 

457.6 

282.3 

175.3 

62 

1921-26 

660.2 

365.7 

294.5 

8t 

1926-31 

661.2 

362.6 

298.6 

82 

1931-36 

485.6 

201. 

284.3 

141 

i 03 fHt 

519.2 

250.8 

268.4 

107 


Source: K.T.A. Cornpreht-nsive Rc]K)ri, 'I able 111-4, p. 45. 


Over a series of five-year periods, beginning with j901-06 and ending with 
1936-41, exports substantially exceeded imports in each five-year period. The 
excess ranged from a low of 45 per cent to a high of 141 per cent. For the per¬ 
iod j936^-41, average exports were 107 per cent in excess of average imports. 
(Sec 'Fable 7.) This surplus on trade account was paid abroad in the form of 
profits and remittances, for dejireciation reserves and capital repatriation, and 
for shipping, insurance and other services. 

Rice accounted for nearly half of the value of all exports, oil for less than a 
ejuarter. Combined, they accounted for nearly seven tenths of all exports. 
Metals and ores and timber were the next in importance, while a group of 
agricultural products other than rice contributed nearly as much as did tim¬ 
ber to the export balance. The predominance of rice and oil in the export 
picture is a]iparenl from the 1938-39 data in Table 8. 


Table 8 

Exports, 1938-39 



Millions 
of Kyats 

Per Ci nr 

(himulativc 
Per Cent 

Total 

478 

100.0 


Rice 

223 

46.7 

46.7 

Oil 

109" 

22.8 

69.5 

Metals and ores 

57 

11.9 

81.4 

*rimbcr 

33 

6.9 

88.3 

Other agricultural products 


6.7 

95*0 

All other 

24 

5.0 

100.0 


Source: Adapted from Economic Surrey of Burma t9S9> Tabic p. 4^ 

a. Oil exports have been separated from the “all other” fixture of K 13 ^ million shown in the 
source table, but are a 1937-41 average figure rather than the 1938-39 figure. 

b. Includes cotton, 8; pulses, 7; rubber, 6; oil cakes, 5; and all other agricultural products, 6. 
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Table 9 

Sfa-Bornh Export Trade with Principal Countries, i938-'39 
Countiy Per Cent of Total 


Total 

100.0 

India 

54'3 

United Kingdom 

12.7 

Ceylon 

5.6 

Straits Settlements 

5.6 

Japan 

1.8 

Germany 

3.8 

Malaya 

1-3 

United States 

0.2 

China 

0.4 

Others 

M -3 


Source: Foreign Commerce Yearbook,, 1939, based on Seaborne Trade of Burma, as cited in 
J. Russell Andrus, Burmese Economic Life, Stanford University Press, Stanford, 1957, p. 167. 


In that same year the total value of imports was 216 million kyats, less than 
half the value of exports. Of the import total, in the official classification used 
in the Economic Survey of Burma 1959, consumer goods accounted for 168 
million kyats, or nearly four fifths, and capital goods for 48 million kyats, or 
just over one fifth. Food items made up the largest category, with clothing 
items running an important second. Provisions, fish, vegetable oils, spices, 
sugar and flour were among the most important of the foodstuffs. The cloth¬ 
ing items comprised mostly cotton goods and thread and yarns, with apparel 
and woolen goods far behind. Hardware was the main component of the 
household goods imported. 

Iron and steel products, other metal goods, machinery, jute gunny bags, 
instruments, coal and coke, motor vehicles and gasoline were among the 
principal capital and production goods^^' 

More than half of all the exports — 54 per cent — went to India (Table 9). 
One eighth went to the United Kingdom. Other British Empire destinations 
— Ceylon, Straits Settlements and Malaya — also received one eighth of the 
total. Since India took the largest part of the rice, petroleum and teak exports, 
she was of necessity Burma’s largest purchaser. India, again with 54 per cent, 
and the United Kingdom, with t 8 per cent, accounted for more than seven 
tenths of Burma’s total imports in 1938-39. 

The chief imports from India were cotton textiles, iron and steel, coal and 
coke, flour, fish, tea, cigarettes and jute gunny bags. Japan, with less than 7 
per cent of the total, was the next largest source of foreign supply. 

British and Indian merchants dominated the rice export trade, while the 
British had virtually a monopoly in petroleum, timber and minerals exports. 

45. Andrus, op. cit.. Table 25, p. 174. For a unique classification of these imports sec Furnivall, 
op. cit.. Appendix I. 
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Table 10 


Govi-rnment Revenue and Expenditures, i938'“39 



Million 

Kyats 

Per Cent 
of Total 

Revenues, total 

164.3 

100.0 

Land revenue 

54.2 

33.0 

Forest revenue 

M -3 

8.7 

Customs 

36.4 

22.2 

Excise duties and excises 

23.0 

14.0 

Income taxes 

19.1 

11.6 

Other 

17-3 

10.5 

Expenditures, total 

157.9 

100.0 

C'urrcnt expenditures 

141.8 

89.8 

Revenue collection 

10.3 

6.5 

Civil administration 

52.6 

33.3 

ScKial development 

16.7 

10.6 

Economic devclojmicnt 

13.6 

8.6 

Defense 

18.6 

11.8 

Other 

30.0 

19.0 

Capital expenditures 

16.1 

10.2 


Source: Atlai)lr(l from K/r.A. Preliminary Report, 'I’ablcs III and IV, i)p. 27-28. 


Indian and Chinese merchants shared with a few Burmese exporters the trade 
in lesser agricultural commodities. The sStruclurc of the import trade was 
similar. British and Indian trading firms predominated, and Chinese mer¬ 
chants played a lesser role. The role of the Burmese in the import trade was 
negligible. 

PUBLIC FINANCE, MONEY AND BANKING 

The central Government before World War II disbursed revenues amount¬ 
ing to approximately 11 per cent of the gross domestic product. The chief 
sources of revenue and the chief avenues of expenditure are shown in Table 
10. 

Total revenues of 164 million rupees were derived from five major sources. 
The largest of these were land revenue and customs, which contributed 33 per 
cent and 22.2 per cent of the total, respectively. Customs revenues, as Andrus 
points out, did not at that time include any duties on imports from India, 
Burma’s largest single supplier, for until 1941 such imports were not subject 
to tariff duty."^® The land revenue included revenues from fisheries, and 
petroleum and mining royalties. Since excise duties were imposed largely on 
imported goods, duties on these goods contributed substantially more than is 
shown by the customs figure alone. The minor role of the income tax in the 
revenue structure is accounted for not only by the low level of personal in- 


46. Andrus, op, cit,, p. 321. 
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come but also by difficulties in the administration and collection of such a tax. 

Of the expenditures, one third went to civil administration, and less than 
one eighth to defense. The classification shown in the table, while interesting 
in relation to economic and social development, conceals several noteworthy 
specifics. Police expenditures accounted for 15.5 million rupees, jails for 3.4 
million, education for 9.8 million, medical expenditures for 4.5 million, and 
pensions for 14.7 million. Thus, outlays for police and jails combined were 
double the outlays for education and four times those for health. Pension pay¬ 
ments alone were half again as large as those for education, and approached 
those for defense.'^” 

District and local finance, in the sense of autonomous revenues and expendi¬ 
tures, were virtually non-existent. 

After the separation of Burma from India in 1937, the Burmese currency 
was managed hy the Reserve Bank of India through its branch in Rangoon. 
There were thirty-eight banks in the entire country in 1941, twenty-one of 
which were located in Rangoon. Of the Rangoon banks, eighteen were foreign 
banks or branches of foreign banks; only three were native to the country.'^^ 
The commercial banks were engaged predominantly in the financing of for¬ 
eign-exchange transactions and were commonly termed “Exchange Banks.” 

Other sources of credit were the Chettyars, previously described, who were 
the dominant source of agricultural credit; the pawn shops, operated mainly 
by Chinese; the cooperatives, chiefly agricultural credit cooperatives; and the 
Government. 

The commercial banks catered mostly to the larger foreign firms, both in 
export and in import. Data indicating the scale of their operations before the 
war are not available. Total deposits of these banks are reported to have been 
some K 123 million, with advances and bills discounted of K 47 million.'**^ 
(As of December 1952, the twenty-three commercial banks then in operation 
in Burma had total deposits of 293 million kyats, advances of 146 million, bills 
of 4.5 million and investments of 36 million, of which 25 million were Gov¬ 
ernment and Government-guaranteed securities.)*"'^ The scale of lending by 
Chettyars is indicated by the estimate that places their pre-war investment in 
Burma at ^(^56 million (747 million rupees), of which two thirds to three quar¬ 
ters are said to have consisted of agricultural loans.*''^ This, however, appears 
to have been supplemented by some million of deposits and bank ad¬ 
vances.®^ Their loan funds thus amounted to some ^^63 million or 840 million 
rupees, of which two thirds to three quarters were loaned to agriculturists, and 

.j7. Ibid,, Table 38, p. 322. 

48. K.T.A. Preliminary Report, p. 6. 

49. U Tun Wai, op. cit., pp. 177-78. 

50. K.T.A. Comprehensive Report, p. 67. 

51. Harvey, op. cit., p. 68, and U Tun Wai, op. cit., p. 50. 

52. U Tun Wai, op. cit., p. 45. 
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ihe balance to trade and industry. Not all of this would have been loaned for 
current purposes. Annual agricultural credits, some of them extended by non- 
Chettyar lenders, might have amounted to 350 to 450 million rupees. After the 
depression of the early 1930s, most of the capital of the Chetiyars was tied up 
in foreclosed land, and their current agricultural lending declined to about 
100 million rupees for the remainder of the decade.'"**^ 

Neither the cooperatives nor the (Tovernment was an important source of 
credit. The less than 1,500 agricultural cooperatives had a total paid-up capital 
of less than i million rupees.''*'^ Negligible deposits and loans from banks had, 
in 1938, added not much more than their own capital. The loans made by the 
banks during that year amounted to little more than one half million rupees, 
and their total loans outstanding amounted to less than 4.7 million rupees. 
Government loans to agriculture and to small-scale industry were negligible 
in amount and significance. The credits extended by hundreds of pawnshops 
were undoubtedly more substantial than both of these combined. 

Interest rates were high. Rates of interest paid for agricultural loans have 
already been described in the section on agriculture. Bank rates were 8 to to 
per cent to the relatively small group of preferred borrowers. Others paid 15 
to 24 per cent on solid security. Pawnbrokers and individual moneylenders 
charged 3 to 5 per cent per month, with gold and precious jewelry as security. 
On unsecured personal loans, the rale was usually 10 per cent per month. 

FOREIGN INVESTMENT 

Andrus places total foreign investments in Burma just prior to World War 
II at approximately ^^155 million sterling.^*"" This is accounted for by Indian 
Chettyars, ^56 million; foreign corporations, £^7.2 million; Government 
and municipal bonds, ^45 million; urban real estate, £^.2^ million; Chinese 
investments, ^^2.8 million; and Indian industrial investments, £j million. 

Of the £^6 million “invested” as loan capital by the Indian Chettyars, 
roughly two thirds, it is said, consisted of agricultural loans, the other third of 
trade and industrial loans. Combined with the ^^45 million of Government 
and municipal bonds, the loan capital would appear to have comprised a little 
more than half of the total. The >^47.2 million figure for foreign corporations 
includes investments of million in oil, million in mining, £g mil¬ 
lion in timber and £^ million in rice.*"^® Harvey, citing the same source as does 
Andrus, points out that the investment figures do not reflect the reinvestment 
of profits over the years. He estimates reinvestments in the neighborhood of 
£20 million. Both Andrus and Harvey admit the difficulty of estimating 


53 - f^id. 

54. K.T.A. Preliminary Report, p. 38. 

55. Andrus, op. at., p. 184. 

56. Marvey, op. cit., p. 68. 
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Chinese and Indian investments, and these figures may considerably under¬ 
state the actual amounts. It may be generalized, therefore, that foreign in¬ 
vestments totaled ;^i6o to jCtSo million or, at the then rate of exchange, some 
$800 to $900 million. The value of those investments in terms of i960 pur¬ 
chasing power would almost surely be around $2 billion, or approximately 
double the then total national output. 

STAGNATION IN THE ECONOMY 

Although no national-income estimates for years prior to 1938-39 have ever 
been framed, the major evidences point very strongly to the conclusion that 
Burma’s economy in the period between World War I and World War II was 
a stagnant one. 

During this period, agricultural acreage increased at a rate far below that of 
population growth. For example, in the decade from 1930 to 1940, acreage 
under rice increased from 12.4 to 12.8 million, a little over 3 per cent, while 
population grew 14 per cent. The dominant role of agriculture, forestry and 
mining in the total national output, and the very large share of the export 
values of these commodities in the total national product, have already been 
mentioned. Comparative exports from Burma in the two decades prior to 
World War II would, therefore, be a major indicator of the economy’s growth. 
Data cited earlier in another connection (Table 7) have shown that the 
average value of exports by five-year periods dropped from 660 million 
kyats in 1921-26 and 661 million kyats in 1926-31 to 486 million kyats in 1931- 
36 and 519 million kyats in 1936-41. Despite price changes, it is plain that the 
output and surplus of Burma’s major productive sectors had leveled off. The 
leveling off in agricultural acreage has already been noted. Timber produc¬ 
tion for some years had been controlled through forest reserve areas and 
placed on a stabilized sustained-yield basis. Minerals output, virtually all of 
which went into export, had also leveled off at a peak in the early 1920s. Little 
new industrial investment and production was in evidence in the inter-war 
period. 

Supporting evidence is found in the facts known about the foreign firms 
that accumulated most of the savings in the Burmese economy. The practice 
of these firms was to pay out a large part of their earnings in the form of 
dividends. Dividend payments of 20 to 40 per cent were common. It was also 
their practice to make liberal provision for depreciation and to accumulate 
substantial reserves. It was not their practice to plow back a large part of 
earnings into plant expansion and modernization. Thus the estimated 6.7 per 
cent of the gross domestic product which went into net capital formation in 
1938-39 may reasonably be considered to have applied generally during the 
inter-war period. Assuming a 3:1 ratio of capital input to income response, 
this would indicate an average annual increase of 2 per cent in the output of 
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the economy during those years. With population growing at an average an¬ 
nual rate of 1.4 per cent, the increased output per capita would appear to have 
been little more than one third of one per cent per year. It is by no means 
clear that even this exceedingly modest increase in per capita output was 
generally shared among the population. Furnivall, for example, has argued 
rather convincingly that the living level of the Burmese cultivator actually 
experienced a decline over the pre-World War II decades. 

Finally, indirect corroboration of the relative stagnation of the Burmese 
economy before World War II may be found in the stagnant educational sys¬ 
tem, in the growing incidence of crime and in the increasing political dis¬ 
satisfaction and frustration of the population. 



CHAPTER 5 


Independence and Economic 
Aspirations, Plans and Policies 


WAR AND INDEPENDENCE 

World War II made it possible for Burma to achieve early independence. It 
also created circumstances which gravely endangered that independence as 
soon as it was achieved. The war inflicted great physical damage on the coun¬ 
try, first in 1942 when the Japanese invaded, and then in 1945 when the Allies 
bombed and fought their way back in. The Burmese people experienced a 
rude shock when the Japanese, whom they first viewed as liberators, subjected 
them to tyranny, humiliation and privation far more severe than they had 
ever known. War uprooted and displaced the population, and caused much 
fertile agricultural land to revert to jungle. It sharpened internal ideological 
conflicts and, as part of the tactics of the independence fight during and im¬ 
mediately after the war, it provided large segments of the population with 
arms which were later to become the weapons of insurrection. By cheapening 
the value in which life was held and the respect for law and order, it intensi¬ 
fied a disposition to rely upon violence and terror as means of achieving 
political ends — what was later called “the cult of the gun.” 

The British withdrawal in 1942 was preceded by damaging Japanese bomb¬ 
ings and was accompanied by a scorched-earth policy. Railways and water¬ 
ways were stripped of their rolling and floating stock, mines were flooded, 
oil refineries were dynamited, oil wells sabotaged, bridges blown up, ports 
blocked, roads damaged and power stations demolished. Under Japanese occu¬ 
pation, hopes of the nationalists for independent action within the “greater 
co-prosperity sphere” were quickly dashed. Religious sentiments were out- 
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raged and personal dignity was subjected to serious affronts. Imports of re¬ 
quired consumer goods were scanty. Textiles were virtually unobtainable. 
Moreover, the Japanese ruthlessly exploited for their own purposes such 
domestic production as was available and preempted the limited transport 
facilities for military use. Internal distribution of consumer supplies was dis¬ 
rupted. Domestic vegetable oils were requisitioned for use as lubricants. The 
draft cattle population, so important to agriculture, was depleted not only by 
disease but also by requisitions for meat and leather for the Japanese military 
forces. Labor was put to work in “sweat battalions” and paid in worthless 
military currency, sometimes for killing tasks such as the construction of the 
Burmese-Siamese Railroad. Some younger people were, however, sent to 
Japan for technical training, and some attempts were made by the Japanese 
military to encourage small-scale local production. The greatest benefit, for¬ 
tuitously, was the pre-invasion flight of the Indian moneylenders and land- 
owners which left the Delta cultivators free of their rent and interest burdens. 

The physical damages sustained by Burma are diflicult to evaluate in mone¬ 
tary terms. It is estimated that at least one half of the country’s man-made 
wealth was destroyed. Collis quotes the military administration’s “Handing 
Over Report” as stating: “We do not think it any exaggeration to say that no 
British possession has sufTcred so much damage.”^ According to Hagen, 
“World War II destroyed a larger share of the nation’s physical wealth than 
was destroyed in any other country of the world except perhaps Greece.”^' 

Monetary estimates of the extent of the damage have varied considerably. 
The Burmese War Damage Claims Commission in 1948 reported the total 
claims of private individuals at K 2.4 billion. A Burmese civil servant, Mr. Bar¬ 
ber, estimated agricultural losses alone at K 624 million. Miss Peter Ady esti¬ 
mated a requirement of K 9.5 to K 11 billion in post-war prices to rehabilitate 
the economy. A Ministry of Finance tabulation calculated war damages at K 
12.7 billion, and a Ministry of Foreign Affairs paper tabulated a total of K 50.5 
billion. A paper prepared by Robert R. Nathan Associates, consulting econo¬ 
mists to the Government, to assist in reparations negotiations with Japan in 
1954, concluded that “Approximately K 14 billion in current prices would 
seem to be a reasonable statement of Burma’s physical damages. An addi¬ 
tional K 3 to K 5 billion, again in current prices, would seem to be a reason¬ 
able equivalent of the goods and services taken by the Japanese in exchange 
for an eventually worthless Japanese-issued currency.”**^ 

The Burmese nationalists initially assisted the “liberators” and participated 
broadly in the puppet government set up by the Japanese. Before long, their 

1. Maurice Cf)llis, Last and First in Burma, Faber and Faber, London, 1056, p. 253. 

2. Ev’crett E. Hagen, The Economic Development of Burma, National Planning Association, 
Washington, D. C., 1056, p. 31. 

3. Burma's Reparations Claims Against Japan, Robert R. Nathan Associates, Inc., June 5, 1954, 
p. 2. 
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shock and disillusionment led them to plot against their new masters and to 
prepare for the day when they could turn against both the new and the former 
masters. As, at this juncture, the tides of war began to turn against the Axis, 
the formulation of a clcar-cut English policy with respect to post-war Burma 
became a matter of increasing urgency. Governor Dorman-Smith, who, to- 
gether with the remnants of his staff and a group of Burmese advisors, had 
established a Government-in-Exile at Simla in India, worked hard to prepare 
reconstruction plans. He tried to persuade the Government in London to 
enunciate basic policies which would be acceptable to Burma at the war’s 
termination. He was convinced that England should make crystal-clear, while 
the conflict was still in progress, that (a) within a specified and limited period 
of years after the war, home rule would be granted on terms no less favorable 
than those accorded India; (b) England would assist in the reconstruction, 
thus making good her failure to protect the country from the invader; (c) the 
Chettyar moneylenders and landowners would not return, and immigration 
from India would be under Burmese control; (d) the large European firms 
would not be allowed to re-establish themselves on the former basis; and (e) 
the Burmese would in general determine basic economic policies affecting 
their own country. Detailed plans were also worked out at Simla for the 
rehabilitation and reconstruction of the basic services and sectors of the econ¬ 
omy- 

The British Government, however, was initially disinclined to accept 
Dorman-Smith’s recommendations. Above all, it refused to place a time limit 
on the period of post-war British rule, to endanger the status and influence of 
the British firms, or to accede to the proposed post-war exclusion of the 
Chettyars and control of Indian immigration by the Burmese. British com¬ 
mercial interests meanwhile argued vigorously for what was essentially a 
return to the status quo ante. The British White Paper of 1945, while more 
conciliatory, was a great disappointment not only to the Burmese but to those 
friends of Burma in England, particularly in the Labour Party, who realized 
that England’s policies now must be accommodated to the political realities of 
nationalist Burma. The recommendations which finally came out of Simla 
in 1945 were so divorced from the earlier recommendations prepared there 
that they were denounced as “rubbish” even by Burmese moderates at Simla 
who were keenly opposed to the extreme nationalists in Rangoon.^ The deter¬ 
mination of the nationalists to fight for immediate independence was con¬ 
firmed. 

The support of the Burmese people by this time had been consolidated 
under the banner of the Anti-Fascist People’s Freedom League led by Aung 
San, U Nu and other Thakins. As the time of the British reinvasion ap- 

4. John F. Cady, A History of Modern Burma, Cornell University Press, Ithaca, N.Y., 1958, 
p. 498. 
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preached, the A.F.P.F.L. stood firmly for complete sovereignty and inde¬ 
pendence. Its stand was facilitated by the military considerations as well as 
the apparent sympathies which influenced Lord Mountbatten, the Supreme 
Allied Commander for the area. His negotiations with the A.F.P.F.L. to in¬ 
sure its participation in the final fight against the Japanese were indirect 
recognition that the League represented the Burmese people, and helped it 
finally to force this position on the civil (jovernment when the latter took over 
control from the army. 

When the British returned to Burma in the spring of 1945, the economy was 
prostrate. The degree of privation experienced by the people is suggested in an 
early intelligence report quoted by Collis: “ ‘d’he people arc in rags. There is 
no salt, matches, cooking oil. I'hcy have barely enough to live on, as the Japs 
have taken away all their rice, poultry, pigs and cattle. They are suffering 
from small-pox, skin diseases and malaria, as there arc no hospitals and medi¬ 
cines. Shortage of bullocks has made rice cultivation impossible.’Indeed, 
wartime privations provided much of the motivation for later decisions to 
establish cotton-textiles and pharmaceuticals plants. 

Initial responsibility for economic affairs was taken over by the Civil Affairs 
Service (Burma) as part of the military administration. Its primary job was 
to establish law and order, to bring in emergency supplies of foods, medicines 
and clothing, and to restore transport, communications and other essential 
services. C.A.S.(B.) also set up a projects section to restore activity in rice, 
timber and other main sectors. The largest and most significant of the projects 
was the rice project and its complementary Rice Marketing Board. The pre¬ 
war commercial firms were enlisted in this quasi-public effort, with funds 
advanced by the British Government.^' But progress could be made only very 
slowly. And the resumption of civil responsibility by Governor Dorman- 
Smith in October resulted in a curtailment of lend-lease and other military- 
financed supplies, to the detriment of Burma’s speedy relief and recovery.'^ 

No estimates of the levels to which total output had sunk by the war’s end 
have ever been made. These levels must have been very low indeed, for even 
in 1946-47, the second full year after the war, total output was still down ap¬ 
proximately 40 per cent from the 1938-39 level.^ With 2 million acres of paddy 
land reverted to jungle and hundreds of thousands of miserable agricultural 
refugees in the towns, agricultural output was down two fifths, the rice export 
surplus by a great deal more. Mining and oil production and exports had 
virtually been eliminated. Timber production was less severely affected. 

5. Collis, op. cit., p. 217. 

6. Hu/^h Tinker, The Union oj Burma, Oxford University Press, London, 1957, p. 18. 

7. Mountbatten was reluctant to hand over responsibility so quickly but Dorman-Smith, out of 
sympathy with the status accorded Aung San and his group by the military, insisted on immediate 
take-over. (Cady, op. dr., pp. 5ii“i5.) 

8. Economic Suruey oj Burma igsi, Table III, p. 3. 
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Transport was still virtually at a standstill, and the flow of supplies was a 
trickle. These were the conditions when, in December of 1946, Clement Attlee 
announced a new policy with respect to Burma. General Aung San went to 
London in January J947 to sign an agreement which ensured independence 
within one year. 

This decision had not been easily won. The A.F.P.F.L. position had been 
pressed not only by blunt demands and general strikes but also by thinly con¬ 
cealed threats, as in the open drilling of military units loyal only to the 
A.F.P.F.L. Arms parachuted into Burma under Mountbatten’s orders to 
assist in driving out the Japanese had not been turned in as requested. They 
were cached and ready for use in armed rebellion if the negotiations with the 
British did not turn out as desired. Moreover, the A.F.P.P'.L. itself was not 
unified in terms of ideology and policy. Its leaders included some men who 
were primarily nationalists, others who were confirmed socialists, and others, 
including some of the ablest leaders, who were dedicated Communists. Each 
of these groups had internal divisions held precariously together only until 
independence was clearly in sight. Even before it was achieved, the Com¬ 
munists, after splitting among themselves, made their bids for power. 

The split between the Red Flag Communists led by Thakin Soe, who 
wished to conduct armed rebellion against the British, and the White Flag 
Communists led by Thakin Than Tun, whose line was to work within and 
capture the A.F.P.F.L., came in March 1946. It was not long before Thakin 
Soe’s group went underground and began active sabotage against the 
A.F.P.F.L. The reply to this was the expulsion of his group from the Free¬ 
dom Coalition. The June 1947 assassination of Aung San, whose leadership 
till then had been unchallenged except by the Communists, was a further 
and most serious blow. It resulted, however, in a rallying of all other groups 
around U Nu, who inherited the leadership responsibility. 

If ‘‘before the war Communism in Burma was purely academic,” it had by 
now become both real and threatening. Thakins Than Tun, Soe, Thein Pe 
and others were intelligent, hard-working and able, as well as dedicated lead¬ 
ers. To the debt-ridden, dispossessed and land-hungry cultivators their appeal 
was exceedingly strong. Moreover, in the fight for freedom from the “im¬ 
perialist yoke,” the mental transfer from “imperialism” to “capitalism” in¬ 
volved but a short and easy step.® This step was made by many, and the Com¬ 
munist feeling was strong. In the post-war setting, the spectrum of ideological 
thinking among the influential leaders ranged from democratic socialism on 
the right to Trotskyism on the left. There was no leadership influential in its 

9. “Burma has been for over a century under Imperialist domination, and Capitalists have dur¬ 
ing the entire period been regarded as the handmaids of Imperialism. During the entire course of 
our struggle for freedom therefore Capital and Imperialist domination have been closely associ¬ 
ated in the minds of all of us who have taken part in that struggle, and it has been impossible 
to view the two in isolation.” (Thakin Nu, From Peace to Stability [a collection of speeches], 
Ministry of Information, Rangoon, 1951, p. 75.) 
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following lo the right of the moderate socialist position. Virtually all the 
leaders were agreed on socialist goals and objectives: on nationalization and 
state and/or cooperative ownership of the means of production; on assumption 
of trade by the (jovernment and/or cooperatives; and on Burmanization (i.e., 
exclusion of foreigners from roles of influence) of the economy. 

The chief differences in economic policy between the leaders were whether 
capitalist properties, when cxprf)priated, should be compensated; whether 
foreign investment should be encouraged or taken into partnership, and under 
what conditions; and whether the country was ready lo proceed at once with 
full-scale nationalization and socialization. A moderate socialist like U Nu 
had to compromise with more doctrinaire socialists like U Ba Swe and U 
Kyaw Nyein, and, in his public speeches and statements, be mindful always 
of the impact which the misrepresentations and more extreme appeals of the 
Communists exerted upon his audience. In this setting, the economic princi¬ 
ples and provisions written into the Constitution, and into the early economic 
plans and programs, were surprisingly moderate in substance and in tone. 

ECONOMIC ASPIRATIONS 

The economic aspirations of independent Burma, as written into the Con¬ 
stitution and approved by the 0 )nstiluent Assembly in September 1947, were 
those of a planned welfare state dedicated to the material and cultural uplift of 
the people and to their protection from monopoly exploitation, insecurity and 
abuse. Specifically, the Constitution provides for (t) social and economic 
(and, of course, political) justice for all citizens, and for ec|uality of status 
and opportunity before the law (Preamble) ; (2) “equality of opportunity for 
all citizens in matters of public employment and in the exercise or carrying on 
of any occupation, trade, business or profession” (Section 14); (4) “the right 
of private property and of private initiative in the economic sphere,” except 
that no one shall have the right to use private property to the detriment of the 
general public, that monopolistic organizations and practices are forbidden, 
and that private property, enterprises or sectors of the economy may be na¬ 
tionalized or acquired by the state “in accordance with law which shall pre¬ 
scribe in which cases and to what extent the owner shall be compensated” 
(Section 23); (4) ultimate ownership by the state of all lands, the right to 
resume possession and distribute them “for collective or cooperative farming 
or to agricultural tenants,” and the prohibition of large-scale landholdings 
(Section 30); (5) planning of the economic life of the Union “with the aim of 
increasing the public wealth, of improving the material conditions of the 
people and raising their cultural level” (Section 41); (6) operation of all 
public-utility undertakings and exploitation of all natural resources, by the 
state, local bodies or peoples’ cooperative organizations (Section 44, subsec¬ 
tions I and 2). 

The Constitution also provides for (7) equal pay for similar work to all 



62 Bac\ground 

women (Section 15); (8) the right of citizens to form associations and unions, 
to acquire property and to follow any occupation, trade, business or profession 
(Section 17); (9) the right to work, to maintenance in old age and during 
sickness or loss of capacity, to rest and leisure, and to free and compulsory 
primary education (Section 33); (10) special attention to the young (Section 
34); (ii) promotion of the education and economic interests of the weaker 
and less advanced sections of the people and their protection from social in¬ 
justice and exploitation (Section 35); (12) regard for the strength and health 
of workers and the interests of nursing mothers and infants (Section 37); (13) 
material assistance to economic organizations not working for private profit, 
with preference being given to cooperatives and similar organizations (Sec¬ 
tion 42). In addition. Section 36 provides (14) that “The State shall regard 
the raising of the standard of living of its people and the improvement of 
public health as among its primary duties.” 

Under the circumstances, the Constitution was moderate, yet there is no 
doubt that its framers intended it to serve as an instrument for the creation 
of a socialist state. And, with Thakin Than Tun, his Communist followers 
and many other strongly leftist members in the Constituent Assembly, it is not 
surprising that U Nu, rising to move approval of the draft Constitution, 
should have described it in broadly Marxist terms as providing a “leftist” 
foundation for the soon-to-be-independent country and the basis for a new 
social order. 

T might say, at once, that it will be Leftist. And a Leftist country is one in which 
the People working together to the best of their power and ability strive to convert 
the natural resources and produce of the land, both above ground and below 
ground into consumer commodities to which everybody will be entitled each ac¬ 
cording to his need. In a Leftist country there will be no such thing as a handful of 
people holding the monopoly over the inexhaustible wealth of the land while the 
poor and the starving grow more and more numerous. Then again, in such a 
country the aim of production is not profit for the few but comfort and happiness 
of a full life for the many. Lastly in a Leftist country there will be no distinction 
between the employer class and the employed class, or to put it simply there will be 
no such thing as the master-class and the slave-class, the governing-class and the 
governed'class. That briefly put, Sir, is what I mean by a Leftist country. 

« * # 

The wealth of Burma has been enjoyed firstly by the big British capitalists, next 
the Indian capitalists, and next the Chinese capitalists. Burmans are at the bottom, 
in poverty, and have to be content with the left-over and chewed-over bones and 
scraps from the table of foreign capitalists. 

. . . All along, whether they liked it or not, the Burmese people have had to bow 
to this slate of affairs. You see, they had not the political power to put an im¬ 
mediate end to that state of affairs. The moment we have the power, we will have 
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to do away with this unfair, one-sided economic system. But that will not be all. I 
want the House to bear in mind that wc will have to construct new economy in 
the place of the one to be abolished. 

* « * 

We arc out to crush that evil economic system whereby a handful of people hold 
the monopoly, while the masses of Burma remain in endless poverty. It is imma¬ 
terial as to who cause the perpetuation of this evil system—British, Indian, Chinese 
or Burman. 7'he evil system must go.^® 

The guarded idealivsm and language of the Constitution itself undoubtedly 
owed much to the practical experience and judgment of men like U Mya and 
U Tin Tut. The Burmese people, however, had another and more ingenuous 
view of their prospects. In U Nu’s own words, “Throughout the long period 
of resistance against the British, politicians had repeatedly brought home one 
sole theme ‘Once we are freed from British domination, the Burmese people 
will be pirosperous.’ The masses kept this assumption very close to their 
hearts, perhaps more closely than any other assumption. That’s why every¬ 
body is asking the same old tjuesiion, ‘Independence is here. Where are its 
attendant benefits?’ U Nu himself was most optimistic. In a speech de¬ 
livered on National Day, November S, 1947, not long after the C'onstitution 
was approved, he said : 

We must show ourselves equal to the rich natural resources of our country. For 
our masses to come up to standards of living befitting the natural wealth of our 
country wc must all work to the limit from this day and hour. If we can all re¬ 
solve to do so with one mind I shall predict that within five years at the longest 
this country of Burma, bountifully provided by nature, with a united and inde¬ 
pendent people working out their destiny on the soundest of political foundations, 
will see once again such a golden age as Pagan in the days when Shin Izza Gawna 
was exercising the magic of his alchemy.^- 

Even as late as 1952, U Nu could still speak publicly of that time in the not 
too distant future when every family in Burma would possess a house, a car 
and an income of 800 to 1,000 kyats per month. “Your country,” he said, “is 
rich enough to provide these amenities.”^'^ While U Nu was conscious of, and 
mentioned, the need for hard work, the people as a whole were not. In fact, 
this naive tendency of the average Burman to expect welfare and abundance 
to flow automatically from the new-found independence was to persist and 
provide a major obstacle to real economic advance for some time to come. 

10. U Nu, Towards Peace and Democracy (a collection of speeches), Ministry of Information, 
Ran/[rf)on, 1949, pp. 2-4, speech at the eighth-day sitting of the third session of the Burma Con¬ 
stituent Assembly on Sept. 24, 1947. 

11. Burmese New Year Message, April 16, 1948, he. cit., p. 70. 

12. Loc cit., p. 19, 

13. Tinker, op. cit., p. 104. 
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Background 


THE TWO-YEAR PLAN 

The welfare-statism^** of the Constitution was also embodied in the coun¬ 
try’s first economic plan — the Two-Year Plan of Economic Development for 
Burma, completed in April 1948. This plan developed out of the Rehabilita¬ 
tion Conference called by General Aung San at the Sorrento Villa shortly 
before his death, “to co-ordinate and concentrate on the speedy rehabilitation 
of the country and getting its economy back to pre-war level, . . . the tragic 
assassination of our national heroes, including our late Bogyoke, who was at 
the head of the Co-ordination Section |of the Conference! left the work un¬ 
finished. This, however, was quickly taken up as soon as possible when the 
Economic Planning Board w'as instituted, charged with the function of draw¬ 
ing up a restricted Two-Year Plan of Pxonomic Development. The Plan in¬ 
corporates most of the valuable material from the “Sorrento Plans,” but not 
all . . 

While neither comprehensive nor thorough, the Two-Year Plan of 1948 is 
significant in a number of ways. It was, till 1960, the only attempt at comprehen¬ 
sive economic planning made by independent Burma without the assistance of 
foreign advisors. It was a first attempt to formulate specific ways and means 
of achieving the principles and goals stated in the Constitution. It defined the 
current thinking about economic policies and projects. And it in fact shaped 
basic agricultural and industrial planning and policy for a number of years 
thereafter. 

Starting with agriculture, the Plan first defined the Government’s three 
basic policies in this field. These were, first, to eliminate landlordism, to return 
alienated land to the peasants and to prevent further land alienation; second, 
to insure that land would be cultivated and organized on modern scientific 
lines and that the cultivator would get a fair share of its produce, be protected 
against “the caprices of a fluctuating market” and achieve “a standard of liv¬ 
ing which will enable him to live a full life and enjoy the amenities of modern 
civilization”; and, third, to regain the pre-war position in rice export and 
“become self-sufficient in as wide a range of other crops as possible.” 

The Plan set 1951-52 as the target year for achievement of the pre-war rice 
position. This was to be accomplished by a cultivation drive (details of which 
were to be worked out) whereby unrented land would be allocated to tenant 
farmers and Government loans would be provided toward the reclamation of 
the paddy lands now reverted to jungle. Targets were set, again for 1951-52, 
for the desired production of oil seeds, cotton, beans and pulses, onions, 
chillies and white sugar, but without specific recommendations as to how 

14. The term is Frank N. Trager’s, in Building a Welfare State in Burma, 1948-^)6, Institute 
of Pacific Relations, New York, Tg'58, p. 4. 

15. Two-Year Plan of Economic Development for Burma, Supt., Govt. Printing and Stationery, 
Rangoon, 1948, p. i. Aung San was the Bogyoke (General) referred to in the quotation. 
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these targets were to be achieved. The Plan favored the regulation of rents on 
agricultural lands. Stressing the importance of agricultural credit at moderate 
rates of interest, it recommended the formation of a central state agricultural 
bank, crop loans, state cattle and improvement loans and cattle insurance. It 
recommended that at least K 5 crores ($10.5 million) of such credits be pro- 
vided for the 1948-49 season. In addition, the Plan disscussed various policies 
and methods for improving agricultural output and recommended the stabili¬ 
zation of paddy prices, state control of agricultural exports, the establishment 
of eight experimental mechanized and collective farms of 2,000 to ^,000 acres 
each, consideration of tractor stations, additional agricultural research, the 
standardization of weights and measures, a Bureau of Agricultural Informa¬ 
tion and an Institute of Agricultural Engineering. 

With respect to industrial development, the Plan first recognized the need 
for resource surveys and for the rehabilitation of the former industries. It 
recommended an industrial policy under which state ownership and operation 
would be mandatory for basic industries and preferred even for light con¬ 
sumer-goods industries. The latter, however, might be permitted to private 
enterprise under appropriate safeguards if state ownership was found im¬ 
practicable. The Plan recommended the creation of a committee to assist cot¬ 
tage industry in organizing itself into associations, in obtaining technical 
assistance, in marketing, and the like. But it was about new industry that the 
Plan was most specific. It recommended the immediate setting up of a tile 
factory, a paper and chemicals (sulphuric acid, salt, caustic soda, chlorine) 
factory, a spinning and weaving factory with 20,000 s[)indles and 200 looms, 
two sugar mills with a capacity of 24,o()0 tons per year, a sawmill with a 
capacity of 3(),oo() tons of converted timber per year, a steel rerolling factory 
based on scrap metal, a rubber factory capable initially of producing bicycle 
tires and rubber shoes, and pilot plants for the production of soap and dairy 
products. It recommended also additional investigation of “favorable pros¬ 
pects” for still other plants for the production of basic chemicals, paints and 
varnishes, vegetable oils, industrial alcohol, drugs and pharmaceuticals, glass, 
porcelain insulators and leather tanning. It called further for additional test¬ 
ing of the Kalewa coal fields and their development if the tests proved satis¬ 
factory. With respect to the privately owned rice-milling industry, the Plan 
stated that “Endeavors shall be made to increase and improve the milling 
power in order to cope with increased production, and to reduce the percent¬ 
age of broken rice produced at the existing mills.” 

Proposals regard!Jig electric power, while general, were far-reaching. Not¬ 
ing that the nationalization of all electric power generating facilities had al¬ 
ready been decided upon, the Plan recommended the creation of an Electricity 
Supply Board. Referring to a hydroelectric project already decided upon by 
the Government at the Bagawta Chaung, it urged that further survey work 
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necessary for this project be carried out expeditiously, and recognized that for 
such a survey consulting engineers would have to be engaged. It referred also 
to the consideration being given to a hydroelectric project at Saingdin I'alls, 
in connection with which the proposed paper and pulp plant was mentioned. 
The Plan called for still other broad surveys and the formulation of a long¬ 
term plan for the utilization of all sources of electric power and the electrifica¬ 
tion of transport and industry, and held that experts would again be necessary 
to assist in these. Finally, the Plan called for the generation and supply of 
electric power to a number of specific towns in the near future. 

Other sections, including that dealing with transport and communications, 
were exceedingly brief. The Plan mentioned the urgent efiort needed to re¬ 
store transport and communications facilities, the desirability of extending 
new rail lines to hitherto non-accessible hill areas, ancf the need for several 
specified new highways. The inland-water transport services were to be na¬ 
tionalized and their employment Burmanized. 

In the field of forestry, the Plan recommended that pre-war output targets 
be achieved by 1951-52, that state exploitation of the forests be conducted in 
accordance with sound conservation practices, that there be a gradual takeover 
of the extraction and milling processes and that state export controls be con¬ 
tinued. 

The fisheries recommendations were restricted to the creation of a research 
staff and laboratory and the inauguration of pilot training schemes in fishing 
and in the use of refrigerated transport facilities. 

The Plan recognized the need for financial reconstruction, and stated some¬ 
what ambiguously that “financial policy shall also be brought in line with the 
general policy of state socialism.” It recommended the creation of a state 
bank, the inauguration of a decimal currency, the reorganization of the audit 
department, a .savings campaign and compulsory life insurance for state 
employees. 

Other sections of the Plan briefly discussed labor policies and relations, the 
need for further surveys of natural resources and the need for economic re¬ 
search. 

Within a total of fifty-five pages, the Plan devoted fourteen to its discussion 
of agriculture, three to forestry, seven to industrial development, one to fish¬ 
eries, six to technical education, three to electricity, five to labor, two to trans¬ 
port and communications, two to finance, six to surveys of natural resources, 
two to economic research and a page or less to other subjects. Much of this 
space was given over to the description of the pre-war and the current situ¬ 
ations, and to statistical data concerning them. 

Although the Plan started with the basic policy of state socialism as given, 
and was a fragmentary mixture of policies, plans and programs rather than a 
comprehensive plan, it does give evidence of a responsible attitude on the part 
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of the people who framed ii, a certain cautiousness of approach, a knowledge 
of agriculture, specific ideas about industry and a healthy awareness of the 
need for a great deal of additional investigation, research and expert assistance 
before much further progress could be made. It displays, however, not the 
vaguest notion of the magnitude of the task it was laying out, or of the time 
that would be required to complete it. For example, the following language 
and space arc devoted to the major task of railways rehabilitation: “Urgent 
efforts must therefore be made to restore railway communications to normal 
as rapidly as availability of materials and technical personnel will permit.”^® 
And the following is the full treatment accorded docks and ports: “The build¬ 
ing and repairs of Dockyards, Port facilities, etc., shall also be expedited.”^' 
Furthermore, the Plan does not betray the slightest notion of the magnitude 
of the financing that would be required, let alone consider how such an ex¬ 
penditure might be financed. 

The Plan stands, therefore, more as an outline of what needed to be done 
than as a plan for getting it done, a statement of the “what” rather than the 
“how.” It is a peculiar mixture of the down-to-earth and the unrealistic, of the 
knowledgeable and the naive. In the industrial field, however, it broke new 
ground. 'Fhe projects it recommended for early implementation were more or 
less identical with those incorporated into the comprehensive development 
program some years later. 

In many ways, the Two-Year l^lan was the precursor of the “Comprehen¬ 
sive Development Plan” (as it came to be called) prepared in 1951-53. It 
recognized the huge basic rehabilitation job which had to be done in the trans¬ 
port and communications fields. It seemed to take completely for granted the 
similar task in oil and mining, on which it was completely silent.^'* It treated 
agriculture and forestry in dual terms which embraced the recovery of pro¬ 
duction to pre-war levels and the reorganization of tenure and operations. It 
called, although in quite general terms, for a broad electrification program, 
and in very specific terms for a large-scale industrialization program within 
the public sector. While the cost of these programs was not estimated at the 
time, it would certainly have approximated in magnitude the public sector 
investment estimates later prepared in conjunction with the “comprehensive” 
program. When the American consultants arrived in 1951, the Burmese al¬ 
ready knew pretty well what they wanted — rehabilitation, better balance 
and structural reform in agriculture, rehabilitation and improvements in 

16. I hid., p. 44. 

17. Ihid., p. 

18. Ibid., Part IV, p, 21. The major exception was the large jute mill which was suggested 
only later. 

ig. The reference to the Kalcwa coal fields involved new development, not rehabilitation. Un¬ 
doubtedly the planners were counting on the large English firms to rehabilitate mining, perhaps 
in partnership with tlie Government. 
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transport and communications, and sizable new development in manufactur¬ 
ing industry and electric power, all within the context of state socialism. 

THE INSURRECTION 

Any progress which might have been made under the Two-Year Plan was 
stopped in its tracks by the insurrection. Even while the work on the Two- 
Year Plan was still under way, Thakin Than Tun and the White Flag Com¬ 
munists adopted in February 1948, shortly after independence, a revolutionary 
program directed to the overthrow of the Government. In the following 
months they went underground and into active revolt. Not only did the leftist 
unity program, which U Nu formulated in May in the attempt to reunite the 
coalition, fail to bring back the Communists; even the P.V.O.'s, the Marxist- 
minded organized remnants of the wartime Burmese independence army, 
refused to accept it. In the months which followed, a number of army units 
defected to the rebels, and the P.V^.O.’s themselves went underground. Karen 
revolts broke out in September, with a separate Karen state as their objective. 
In December, the powerful Karen National Defense Organization (K.N.- 
D.O.) was formed, and it too went into active revolt. 

So desperate did the situation become that within a month, January 1949, 
the Socialist members of U Nil’s Cabinet were negotiating with the Com¬ 
munists and the P.V.O.’s in an effort to obtain their cooperation in the fight 
against the Karens. At this point the Union of Civil Service Employees 
challenged the salary cut which the Government had fell forced to impose as a 
result of its disrupted finances and sharply reduced revenues. With the 
K.N.D.O. forces camped on the very outskirts of Rangoon at Insein, the 
Government’s civil servants early in February went on a strike in which the 
students and railway employees soon joined. By March, according to one 
historian,the Socialist members of the Cabinet were offering to capitulate 
to the Communists and to turn control of the Government over to them. The 
only conditions they asked were that U Nu should remain as Prime Minister 
and that the new Government’s “People’s Courts” should not bring any 
charges against the Socialists for actions taken by them while in office. Even 
these pathetic conditions were declined by the Communists, and in April 1949 
the Socialists resigned from the Cabinet. This was the newly independent 
country’s darkest hour. 

Tinker states that U Nu had not been aware of the Socialist negotiations, 
and that when he found out about them he repudiated the Socialist offer. 
Other historians of the period do not accept this version.^’ In any event, form- 

20. Tinker, op. cit., p. 43. 

21. Cady (op. cit., pp. 594-96) states there is evidence that the “seeming defection” was made 
with U Nu’s consent. Furnivall {The Governance of Modern Burma, Institute of Pacific Relations, 
New York, i960, p. 117) states that the Socialist resignation was intended to “facilitate a recon¬ 
ciliation between U Nu and and his critics.” 
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ing a new Government with General Ne Win as Deputy Prime Minister at 
a time when the Government’s authority extended scarcely beyond the bound¬ 
aries of Rangoon, U Nu stood firm. This proved to be the turning point. By 
June the Government was already recapturing some of the towns which had 
been in the hands of the various insurgent forces. Late in the year the Gov¬ 
ernment was able to take the initiative, and by the end of 1950 the position 
was more or less consolidated. All large concentrations of rebels had by that 
time been broken up, and the major threat to the Government removed. From 
then on, the fight against insurgency became a process of attrition. 

The size of the insurgent forces at their peak was staled by U Nu to have 
been in excess of 15,000, made up as follows: fully armed Communists, over 
5,000; Army mutineers, mostly Karens, more than 4,800; Union Military Po¬ 
lice personnel, 2,000; Police and Special Police Reserves, over 1,700; and Sit- 
WLindans (locally organized protection units), over 1,500.^'^ 

By the end of 1950 it was estimated that the damages inflicted by the in¬ 
surrection to public property had amounted to K 42.5 crores, that extra de¬ 
fense expenditures had amounted to K 40 crores and that damage to private 
property had amounted to K too crores. Estimates made almost a year earlier 
had indicated losses at that time of K 20 crores in Government revenues and 
K 1.25 crores in treasury lootings. The estimates of February 1949 also stated 
that some 30,000 persons had lost their lives in the insurreciion.“*^ The larger 
losses, however, must be measured by the impact of the insurrection on the 
economy as a whole. Total output, which had risen from 61 per cent of the 
pre-war level in 1946-47 to 72 per cent in the following year, declined to 65 
per cent of the pre-war level in 1948-49 and to 61 per cent in 1949-50. Thus, 
four years after the war’s end the economy had been driven back to virtually 
the early post-war level of output. It was not until 1951-52 that total economic 
output again reached and slightly surpassed the high point of 1947-48.““^ 

THE EVOLUTION OF ECONOMIC 
POLICIES AND PROGRAMS 

Even as the authority and the very life of the young state were being as¬ 
saulted and gravely endangered, the economic goals and aspirations incorpo¬ 
rated in the Constitution were reaffirmed, economic principles and policies 
were further evolved, and steps were taken to relieve distress, reorganize the 
economy and make progress towards the country’s basic economic objectives. 

These principles and policies reflected two disparate points of view. The first 
and more moderate of these was the one reflected in the Constitution and in 
the Two-Year Plan. While devoted to socialist ideals and objectives, it was also 


22. U Nu, in From Peace to Stability, p. 202. 

23. Ibid., p. 134, and Towards Peace and Democracy, p. 132. 

24. Economic Survey oj Burma 1956, p. 6. 
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firmly dedicated to democratic procedures, oriented to the western democ¬ 
racies, appreciative of the clear distinction between goals and ways and means, 
and aware of the great practical difficulties which confronted the nation in 
achieving its objectives. The other point of view, more doctrinaire and ex¬ 
treme, was impatient of compromise and delay, was oriented to the Soviet 
Union, and catered to the illusions, miseries and passions of the economically 
distressed populace. The sympathies of U Nu clearly were with the more 
moderate view. As a statesman seeking to re-establish internal peace, however, 
he was of necessity sensitive to the demands of the extreme left. Consequently, 
the policies formulated and the measures taken went as far as they could in the 
direction of a program on the basis of which “Leftist Unity” could be achieved 
as a “keystone of the arch of national unity.” 

Thus, a fifteen-point compromise program announced in May 1948 pro¬ 
posed, inter alia: 

(1) To secure political and economic relations with Soviet Russia and the dem¬ 
ocratic countries of Eastern Europe in the same way as we are now having these 
relations with Britain and the United States. 

(2) To nationalize monopolizing capitalist undertakings, and to administer the 
resulting national undertakings by partnership between the State and the workers, 
... the question of compensation to be considered only after these undertakings 
have been nationalized. 

(3) The State to take into its own hands the export and the import trade, in 
fact all foreign trade. 

* * * 

(5) The refusal of any foreign aid of a kind which will compromise the politi¬ 
cal, economic and the strategic independence of Burma. 

* * * 

(7) To abolish private ownership of land and to distribute the land only among 
the tillers of the soil. 

(8) To draw up a plan for the industrialization of the country with a time¬ 
table and to begin work on it at once.^*"^ 

The proposed program was not accepted by the dissident groups. The Com¬ 
munists, as we have seen, did not return to the fold. The P.V.O.’s hesitated, 
and then defected. The insurrection wxnt from bad to worse. The Govern¬ 
ment, however, did not withdraw from its maximum compromise position. 
The concessions which the moderates had offered were to influence policy 
profoundly throughout the next decade. 

The key economic policies stressed during the following period were con¬ 
cerned chiefly with industrialization, economic self-sufficiency, Burmaniza- 

25. Thakin Nu, “The Programme,*’ a statement made on May 25, 1948, in Towards Peace and 
Democracy^ pp. 92-94. 
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tion, the application of socialist principles, the role of private enterprise (both 
domestic and foreign) in the economy, and policy with respect to foreign aid. 

Several motives underlay the urge for industrialization. Paramount among 
these were the belief that only through modernization and industrialization 
could the country’s economic potentials be realized, and the companion be¬ 
lief, reinforced strongly by wartime privations, that industrialization was 
necessary to economic self-sufficiency. The first of these motivations was ex¬ 
pressed by U Nil in June 1948 as follows: 

the [Leftist Unity] Programme provides that a plan should be drawn up and 
work begun for the industrialization of the country. We cannot become a modern 
State until our factories, our electrical installations and our railways arc increased 
a hundredfold or even a thousandfold. It is only when we reach this stage that 
the pros])erity of the people will be in consonance with the country’s wealth and 
natural resources. That is why it is necessary that we should begin working for 
the industrialization of the land, to draw plans and to carry out these plans. Gov¬ 
ernment’s Two Year Plan represents their initial effort in this direction.^® 

The second motivation was also stated by U Nu, in July 1949, but with far 
less clarity: 

The primary concern of every citizen is to achieve economic self-sufficiency of 
the Union. Other problems pale into insignificance compared to it. Look at the 
countries of the world. However big a country may be its chief problem is that 
of self-sufficiency. It occupies top priority in the programme of any Government, 
t'vcn in the United States of America, the world’s wealthiest country, this prin¬ 
ciple holds good. England, France and the idol of the leftists — Soviet Russia — 
are no exception to the rule.^’^ 

These motivations were reinforced by the Socialists’ belief that industrial¬ 
ization was necessary to the creation of a socialist state and by the healthy 
desire to reduce the economy’s dependence on rice. Undoubtedly considera¬ 
tions of national pride and prestige also played a role. The confused element 
in the thinking about industrialization was the self-sufficiency idea. There 
was evident here a real confusion between economic self-sufficiency and eco¬ 
nomic independence. The Burmese believed, soundly, that their newly won 
political independence needed to be bolstered by a complementary economic 
independence. They failed to recognize, however, that economic independence 
lay in a combination of basic self-support and native control over the economy, 

26. Thakin Nu, “The Nature of Leftist Unity,” speech at the B.A.A. Ground on June 13, 1948, 
Inc. cit., p. 135. 

Repeated reference is made here and subsequently to U Nu because, as President of the 
A.F.P.F.L. and Prime Minister, he was the official voice of party and Government policy. It was 
U Nu’s practice to submit his important policy statements in draft to the Central Executive Com¬ 
mittee of the A.F.P.F.L. and to the Cabinet for prior approval. These statements must therefore 
be regarded as reflecting far more than his personal views. 
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rather than in an ability of the economy to produce anything and everything 
they might desire. 

The object of the Burmanization policy was to displace foreigners — 
English, Indians and Chinese — from positions of economic control and influ¬ 
ence. This was desired both as an adjunct of economic independence and as a 
salve to the personal humiliations experienced under foreign rule. Since the 
policy was directed to all sectors of the economy — to industry as well as 
agriculture, timber, trade and commerce, and the professions and civil serv¬ 
ices— the nationalism which underlay Burmanization policy provided a 
powerful impetus to industrialization policy. 

It is only fair to point out that U Nu himself did not subscribe to the 
Burmanization policy with the same extremism and passion as many of his 
colleagues and followers. As early as September 1947, in addressing the 
Constituent Assembly, he emphasized that the important issue was not that 
of foreigner versus Bur man, but rather that of exploiter versus the people. 

Thus, in presenting the draft Constitution, he stated: 

The question then arises as to whether this [the creation of a new economy] 
can be effected by the substitution of Burman capitalists in the place of foreign 
capitalists and whether by this means it will be possible to convert that unfair one¬ 
sided bad economy into fair and equitable good economy. At first glance, it might 
seem that it will be something to the good if Burmans are to enjoy now what 
formerly foreign capitalists enjoyed. 

. . . Actually it would be, as they say, “The new Presbyter is the old Priest w'rit 
large.” Mere change of garb will not mend matters. The only difference so far as 
I can see is that the blood-sucking “trousers and dhotics” will be replaced by 
“pasoes.”-^ This however is not what we want, not by any mcans.^^ 

With respect to the selection of ways and means by which socialist goals 
were to be achieved, the moderates were again on the defensive. Time and 
again U Nu attempted to educate his people to the fact that the techniques 
employed in the Soviet Union and other Communist or socialist countries 
were not necessarily well suited to the Burmese situation, and to distinguish 
between socialism and nationalization. He stressed repeatedly also that social¬ 
ism could not be built overnight. 

Thus in a May Day speech in 1948 which addressed a triple warning to the 
leftists, U Nu argued against the blind emulation of Communist techniques. 
Referring to an ancient Burmese allegory concerning the magical tree which 
produced abundance, he said: 

28. The dhoti was the garb of the Indian merchants, while the pasoc is the dress-up, as com¬ 
pared with the everyday, longyi or skirt worn by wclbto-do Burmans. 

29. “Sowing the Seeds of Freedom,” speech at the eight-day sitting of the third session of the 
Burma Constituent Assembly on Sept. 24, 1947, loc. cit,, pp. 3-4. 
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It behooves us therefore to use, with all our energy, this Leftism as a means 
by which we shall bring to Burma that magic tree. But when we plant the tree 
there are many points which we must remember. One important point to remem¬ 
ber is that when we plant that tree, we should not be guided by books of words 
but plant the seed in relation to Burmese soil, Burmese water and Burmese climate. 
We should not attempt to read books on how such trees are planted in England, 
or in Russia, or in China and try to emulate these efforts. The methods which 
achieve success in other countries may not achieve success in Burma and what is 
written in hooks cannot be blindly followed. The effects of Burmese soil, Burmese 
water and Burmese climate, must be carefully considered if the tree is to grow. 
Lenin and Stalin when building up Russia did not use everything which they found 
in the writings of Karl Marx. They adopted what was suitable for Russia.'^^ 

In a Martyr’s Day speech in July 1950 entitled “Our Policy and Pro¬ 
gramme,” U Nu referred to the lamentable misunderstanding of the socialist 
creed “among certain quarters in our country” and attributed this misunder¬ 
standing to “the colossal ignorance of some socialist propagandists, their 
debased moral character, conceit and tactlessness.” He added: “Many of us 
consider that socialism is nothing but the nationalization of all wealth and 
industries of the well-to-do. Nationalization itself is not an end but only a 
means in the socialist scheme of things.”'"*^ 

And in a National Day speech in November 1948, he said: “If any one asked 
me if I wanted to transform Burma into a Leftist country, I would, without 
hesitation, answer in the affirmative. If again I am asked whether Burma 
could be transformed overnight into a Leftist country, I would, without 
hesitation, answer in the negative. Burma cannot be transformed overnight 
into a Leftist country.”^^ 

The policy toward free enterprise was clearly related to the foregoing in a 
speech to the Burma Chamber of ("ommerce and Industries in December 
1948. In this speech, U Nu said: 

Although we are very keen to transform the Union into a Leftist country, we 
have a firm conviction that it cannot be done overnight. At such a time of transi¬ 
tion from one epoch to another the Union Government, with a view to rehabilitate 
the sfiattercd economy and to start new commercial enterprises, is keenly desirous 
of the co-operation of all businessmen, great and small, who own capital or the 
necessary business experience or both. On behalf of the Union Government, I 
wish to state that we enthusiastically desire the co-operation of all businessmen to 
lay firm economic foundations of the Union, by individual enterprise wherever 
possible, by collective enterprise where individual enterprise is impossible, by in- 


30. “Warning to Leftists,” loc. cit„ p. 79. 
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vesting capital in those enterprises ... in which they are proficient but for which 
financial aid is necessary 

Thus, at the outset, and for a number of years after, the stated policy was 
to encourage private initiative and investment on an interim basis, pending 
socialization of the economy. The response was not impressive. 

By the spring of 1949, when the fortunes of the Government in its fight 
with the insurgents were at their lowest ebb, an official report put the need 
for private enterprise on a note of desperate urgency: 

It is necessary to stress the fact that the present economic situation of Burma is 
very dangerous and almost desperate . . . production is less than one half the pre¬ 
war level . . . Yet a larger population is trying to maintain a higher standard of 
living than before the war. This cannot last . . . the end must inevitably be in¬ 
flation, hurried efforts at retrenchment, unemployment and general collapse. Some¬ 
thing must be done urgently to save us from economic ruin with the almost in¬ 
evitable resulting loss of political independence ... We must increase production?^ 

The report argued for austerity, savings and capital formation, for priority 
in imports to raw materials for home industry, for a “Buy Burmese” campaign 
and for throwing all fields of enterprise, with but few exceptions, open to the 
private sector: “. . . we cannot take over all the foreign enterprises all at 
once, and it is a waste of time to discuss the nationalization of nonexistent in¬ 
dustries. In our present economic situation we have no time to waste. We 
must do all we can as quickly as we can to encourage enterprise.” Since in the 
opinion of the reporting committee 'V/// that State and private Btirman enter¬ 
prise can do for many years to come will be quite inadequate to develop in¬ 
dustrial production in Burma,"' it was necessary to seek the help of foreign 
enterprise. “We need foreign enterprise to assist in the industrial develop¬ 
ment of Burma, and we should impose on it only such restrictions as are 
necessary for the national welfare of Burma,” the committee said. 

And in June 1949, in a statement of Government policy laid before the 
Parliament by U Nu, he declared: “Since we do not possess either the capital 
or the technical resources necessary for industrialization, we must enlist the 
help of foreign capital and technicians.”^^ 

The enforced evolution of policy with respect to private foreign investment 
was matched by a corresponding development with respect to foreign national 
aid as well. The Leftist Unity program of May 1948 had stated the position 
in negative terms — “the refusal by Burma of any foreign aid which would be 
detrimental to the political, economic and strategic freedom of Burma.” Be- 

33. Loc cit., p. 165, 
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hind this lurked a suspicion “that by debts do we become enslaved” and the 
belief that through unity, work, production and exports there would be no 
need to seek foreign loans or aid “with humble demeanor.”*^^‘ By February 
1950 this tone had changed. “We are convinced,” said U Nu, “(a) that Burma 
cannot progress without financial and technical assistance of foreign coun¬ 
tries, and (b) that our declared policy in regard to foreign affairs of not 
aligning ourselves with any power bloc does not exclude us from co-operating 
closely with the Democracies in matters relating to economic development.”'^^ 
And in January 1951, in replying to critics who questioned a recent Com¬ 
monwealth loan of million and a $10 million grant from the United Slates, 
he reaffirmed, “We will accejn aid from any country so long as such aids are 
beneficial to our Union and do not affect directly or indirectly the sovereignty 
of our country.”'*^® 

Two additional policies, political in character but with great significance for 
economic development, must also be mentioned. From the beginning the 
A.F.P.F.L. had firmly stated and repeatedly reiterated that it would adhere 
only to democratic principles and practices in seeking to build the Socialist 
State. It repudiated the violence and the tyranny of communism. Secondly, 
with respect to its polic'y for dealing with the insurrectionists, U Nu repeatedly 
made clear that: 

We are not fighting them [the Communists] because they hold views differing 
from those of the A.F.P.F.L, nor are we fighting them because unity cannot be 
achieved with them, but only because they are attempting to overthrow the Govern¬ 
ment by force of arms. ... 

Let the Communists discard their policy of seizing power by violence and an¬ 
nounce that they will follow the methods of democracy and end the insurrection. 
Ciovernment will at once issue orders for the “cease fire.” .. . 

But we must divide them into three classes in respect of treatment: (i) those who 
have not yet been engaged in armed insurrection, (ii) those who have been so 
engaged, and (iii) those who, under the cloak of Communism, have committed 
dacoity, rape or murder. 

We shall take no action against those in the first category; we shall take action 
against those in the second category, hut deal with them leniently. Those in the 
third category will be dealt with firmly in accordance with the law... . 

I do hope very much therefore that Communists who have faith in their own 
beliefs, in their leadership and in the masses will leave the darkness, quit the in¬ 
surrection, and emerge into the light of day.^® 
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The “lenient” treatment promised those who had engaged in insurrection 
was to go so far in practice as to lose all significant deterrence value. 

The evolution of Government economic policy was accompanied by eco¬ 
nomic action on a number of fronts. The most important steps were those 
directed towards the relief of agrarian distress and towards agrarian reform. 
Tenancy arrangements were placed under Government supervision and con¬ 
trol, annual rent payments were limited to twice the inflation-depleted value of 
the land-revenue tax, moratoria were declared on taxes due, agricultural credits 
were liberally extended, further land alienation was prohibited and a land-na¬ 
tionalization and distribution program was enacted. Rice and timber exports 
were placed under the control of Government monopolies, and imports of es¬ 
sential consumer goods in the hands of another Government organization, 
the Civil Supplies Management Board. The generation and distribution of elec¬ 
tric power were nationalized and placed under the authority of an Electricity 
Supply Board. Inland-water transport was nationalized under a corresponding 
board, as was teak timber extraction and processing. An energetic effort was 
made to revivify and strengthen both agricultural and consumer cooperatives. 
It was even contemplated for a time to place under the control of these co¬ 
operatives the respective state monopolies for rice exports and consumer goods 
imports. 

So long as the insurrection continued on a large scale, neither these eco¬ 
nomic policies and measures nor any others could have made much contribu¬ 
tion towards reviving the economy. Villagers were still fearful in many areas 
of going out into the fields or the forests. Foreign capital would not under¬ 
take sizable expenditures to rehabilitate the mines, oil fields and former in¬ 
dustries. Domestic investment was at a virtual standstill. The still-shattered 
internal transport systems could not function at more than a crawl. Trade and 
commerce languished. Not until 1950-51, as the tides of the insurrection began 
to recede, could the economy sluggishly begin to show signs of revival. And 
only with the advent of 1951-52, when economic output had once again 
reached the 1947-48 level, could serious efforts toward economic rehabilitation 
be made. 

Even as the first signs of revival appeared, the Government took steps to 
marshal technical and other assistance from abroad, so as to prepare itself for 
the major effort ahead. A modest loan of million was arranged for in 
London in June 1950. An economic cooperation agreement was concluded 
with the United States three months later which called for an initial grant of 
$10 million to be provided chiefly in technical assistance. Arrangements were 
made for a group of English economists to visit Burma in March-April 1951, 
and for a combined team of American consulting engineers and economists to 
make a comprehensive two-year survey and recommendations for Burma’s 
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development beginning later that year, the dollar costs to be covered within 
the United States grant. 

The survey and recommendations of the American consultants, and the 
history of the program they helped to formulate and execute, are part of the 
major concern of this book, and will be dealt with in subsequent chapters. 
Brief attention, however, should be given here to the contribution of the 
British economists'*” as the final element in the introductory setting. 

This contribution took the form of a group of seven papers on major eco¬ 
nomic problems prepared under considerable time pressure, and of a set of 
tentative national product accounts for 1947-48, which were presented for 
discussion to a special conference in April 1951 held under the auspices of the 
National Planning Ministry. Among the findings and recommendations of 
the group were: (i) the ebb of the insurrection tide made rehabilitation and 
developmental action possible; (2) though intensive work needed to be 
started on an economic survey and related research, action could not await its 
completion; (3) the effect of the Government’s then existing fiscal operations 
was deflationary and should be countered by early investment on public proj¬ 
ects (roads and buildings) which did not require much study, planning or 
expert assistance; (4) the Government should not hesitate to borrow, if neces¬ 
sary, for sound self-liquidating projects; (5) the Government need not be un¬ 
duly alarmed about inflation; (6) while the outlook for the balance of pay¬ 
ments was bright, the Government should build up state controls over imports, 
since such control would be of strategic importance later on; and (7) the rigid 
currency standard, based 100 per cent on foreign exchange holdings, should be 
made more flexible. 

Far more important than any of the foregoing, however, was the analysis 
that a program of industrialization was the only productive means of absorb¬ 
ing the annual increment of some 50,000-60,000 men of working age to the 
labor force; “If all this increase has to be absorbed in agriculture sooner or 
later the standard of living of Burmese people must decline,” it was stated. 
“This is the strongest single argument, indeed the overriding argument, in 
favour of industrialization on a scale at least sufficient to absorb into the in¬ 
dustrial and service sector the annual increment in numbers of working 
men.”**^ The size of industrial and related investments required to do this 
absorption job, on the basis of the preference for capital-extensive industries 
recommended, was estimated at K 40 to K 50 crores ($84 million to $105 mil¬ 
lion) per year. 

40. The economists were G. D. N. Worswick, Dudley Seers, Peter Ady, K. Martin and F. A. 
Kurchardt. Though they were frequently referred to as “The Oxford Economists,” Martin was 
actually from the University of Manchester. 
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I do not intend to discuss here the validity of this analysis, although I be¬ 
lieve that the premise of early declines in the marginal productivity of added 
investments in Burma’s then existing state of agriculture, on which it rests, is 
open to grave question. The importance of the recommendation, as Burma 
girded herself for a major economic develojtmcnt effort, is that it confirmed 
and gave additional emphasis to her determination to industrialize. 



Part II 

THE EIGHT-YEAR 
DEVELOPMENT PROGRAM 



INTRODUCTION TO PART II 


Burma’s comprehensive eight-year economic and social development program 
was prepared by a combined group of two engineering firms and one eco¬ 
nomic consulting firm, engaged in the United States for that purpose by the 
Burmese Government with funds provided under the Technical Cooperation 
Administration Program. Representatives of these firms — the Knappen 
Tippetts Abbett engineering firm, Pierce Management, Inc., mining engi¬ 
neers, and Robert R. Nathan Associates, Inc., consulting economists — ar¬ 
rived in Burma in the fall of 1951. 

The comprehensive program was formulated over a period of more than 
two years ending early in 1954. Three distinct steps were involved in the 
process. First, in January 1952 the group of consultants submitted a prelimi¬ 
nary report and recommendations — the so-callcd K.T.A. Preliminary Report. 
Second, in August 1952 the Government held a major economic conference, 
known as the Pyidawtha Conference, which endorsed the main economic 
targets recommended in that report and accepted in principle its recommenda¬ 
tions for immediate action to invest some K 108 crores ($227 million) in the 
basic sectors of the economy. This conference also adopted major programs 
for agriculture, land nationalization, transport and communications, housing, 
education and health, as well as programs for locally developed improvement 
projects and a plan for more democratic local administration. Third, the 
consultants submitted in August 1953 their final Comprehensive Report on 
the Economic and Engineering Development of Burma. 

This report provided an economic framework which embraced not only 
the specific programs recommended by the consultants for public action in 
the productive and essential-services sectors of the economy, but also the 
Government’s own plans for social investment and anticipated investment by 
the private sector. The Government’s acceptance of this report in February 
1954 g^ive it a comprehensive development plan. There remained yet, however, 
a fourth and less distinct step in the process, occurring over a period of time 
as the Government made decisions which substantially altered the program’s 
size and composition. 
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The eight-year program has popularly been identified, even within Burma, 
as the K.T.A. Program. Actually, the participation in its formulation was 
much broader than that name implies. The real beginning had been made 
with the Two-Year Plan of 1948. In addition, as was pointed out in the Eco¬ 
nomic Survey of Burma 1%^, 

A United Nations Social Services Mission has surveyed the social welfare needs 
of the country and submitted recommendations for development of social services. 
Another group of United Nations technicians has made recommendations con¬ 
cerning the development of cottage industries and has initiated programmes of 
technical advice in this field. Individual technical advisors have been available in 
almost every field of economic activity. The Department of Agriculture has prepared 
a five-year programme for the expansion of agricultural output and the production 
of new crops. The Ministry of Land Nationalization has prepared an eight-year 
plan. The Irrigation Department has planned a number of projects, in collabora¬ 
tion with K.T.A. engineers. In similar manner other agencies of the Government 
have prepared programmes relating to their specific fields of activity. Government 
is evolving its development programme in the light of the over-all recommenda¬ 
tions of the consulting engineers and economists and of the specific programmes 
proposed by other consulting groups and by the various Government agencies.^ 

The development program finally adopted was, therefore, an amalgam of 
Burmese and foreign planning in which even on the foreign side a variety of 
sources had participated. 

Economic development did not stand still while the process of formulating 
and finalizing the program was going on. A 20,000-spindle cotton spinning 
mill had been set in motion by the Two-Year Plan and was about to start 
operation at the time the K.T.A. group arrived in f^urma. Contracts had been 
let, and construction was already under way on a modern airport at Rangoon. 
Most of the preliminaries for setting up a large brick and tile factory had al¬ 
ready been completed, and machinery and equipment had been ordered 
abroad. With T.C.A. help, rehabilitation of the Port of Rangoon was going 
forward. Preparatory work was in process toward the erection of a large 
modern hospital in Rangoon, again with T.C.A. help. 

The K.T.A. Preliminary Report itself made a number of recommendations 
for immediate or early action which were soon translated into investment 
activity. The Pyidawtha Conference approved these and gave added impetus 
to investment, especially in the social sectors. From 1950-51, immediately prior 
to the K.T.A. Preliminary Report, to 1952-53, at the end of which the K.T.A. 
Comprehensive Report was submitted, annual capital formation practically 
doubled. Gross public fixed capital formation increased from K 13.3 crores to 
K 25.9 crores, or 95 per cent. Total net fixed capital formation in the economy 


I. Economic Survey of Burma 1953, p. 57. 
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increased from K 20.3 crores to K 39.7 crores, also 95 per cent.^ It will be under¬ 
stood therefore why the so-called K.T.A. Eight-Year Plan did not begin with 
the financial year 1953-54, the beginning of which coincided with the sub¬ 
mission of the Comprehensive Report, but rather with January 1952, im¬ 
mediately following the submission of the Preliminary Report. That was 
when the accelerated investment program really began. 

This program — hailed by Prime Minister U Nu as being “of supreme im¬ 
portance ... for the creation of a new state and ushering in of a new era 
for the people”*^ — dominated the economic and social life of Burma through¬ 
out the remainder of the decade, and the fumbling of it contributed in 195S 
to a political crisis of major proportions. How the program came into being, 
and what it was, will be examined in the following chapters. 

2. Economic Survey of Burma 7956, Table 5, p. 10. 

3. The Vyidawtha Conference. August 4"^?, 1952, Resolutions and Speeches, Ministry of In¬ 
formation, Ran^joon, Dec. 18, 1952, Introduction. 



CHAPTER 6 


The American Consultants and 
Their Preliminary Report 


THE AMERICAN CONSULl’ANTS 

U Nu has described the origin of the K.T.A. contract arrangements in the 
following way : 

I want to say a few words on the history of the economic projects, generally 
known as the K.T.A. Report. Since the time when we, as politicians, WT^re strug¬ 
gling for independence, wc were particularly enamoured of the various projects 
being implemented in other independent countries. We had built castles in the air 
after reading about such projects. We had vowed that wc would draw up similar 
projects once independence was achieved. But, on the eve of independence our 
leaders fell in one swoop at the hand ol the assassins, and barely three months 
after independence multi-coloured rebels started widespread insurrections. We were 
therefore, constrained to wave aside whatever projects we had in mind and we were 
only set on the restoration of law and order. 

While we were thus engaged in the suppression of the insurrections, my at¬ 
tention was drawn to a news item in which 1 had been all along interested. It ap¬ 
peared in one of the English newspapers and it was on Iran. According to that 
news, the Government of Iran entrusted to a foreign firm the task of surveying 
and reporting on the economic resources of that country, and that firm, after a 
detailed survey, submitted a report to the Iranian Government. It was then that I 
asked Secretary U Hla Maung to find a suitable firm worthy of being entrusted 
with the task of submitting a similar report on the economic resources of the 
country. 

Wc found two or three firms with creditable experience in that line, and we 
chose the firm of K.T.A. (Knappen Tippetts Abbett Engineering Co.) as our 
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Government believes that it was the best of the lot. As the magnitude of the task 
was stupendous, the cost of securing the services of that firm was also very great, 
and the Union Government requested the United States Government to bear the 
expenses of K.T.A. out of E.C.A. funds, to which that Government kindly agreed.^ 

Apparently the report on Iran referred to by U Nu was not that prepared 
by Morrison-Knudson engineers in 1947, but that of the Overseas Consultants 
consortium in 1949. Both of these, however, were engineering firms or groups 
of such firms. The idea of engaging a combined engineering and economic 
team to conduct a joint survey of Burma evidently originated with U Hla 
Maung, at that time Secretary both to the Ministry of National Planning 
and to the Ministry of Finance. U Hla Maung had been a member of the 
Indian Civil Service before the war and was now not only among the most 
senior officials in the Government service but also the man on whom Prime 
Minister U Nu leaned most heavily regarding economic questions. U Hla 
Maung had been educated in the United Kingdom as well as in Rangoon, and 
had studied economics sufficiently to develop a considerable grasp of and a 
profound respect for Keynesian and macro-economics and for the national¬ 
planning techniques based on them. It was he who had been responsible for 
bringing to Burma, earlier in 1951, the five British economists who were to 
advise on development policy and to frame an initial set of national-product 
accounts. U Hla Maung viewed the tentative national-product accounts drawn 
up by the English economists as providing the necessary basis for modern 
economic planning, and he was no doubt a factor in the selection of Robert 
R. Nathan Associates of Washington, D. C., to lake responsibility for the eco¬ 
nomic side of Burma’s forthcoming planning effort. 

He was influenced in this selection by Mr. Nathan’s reputation as a wartime 
economic planner in the United States and his subsequent planning activities 
in behalf of Israel and with Jean Monnet in France. Nathan’s reputation as 
a liberal New Dealer and his support for the economic positions and policies 
of organized labor in the United States made him even more acceptable to the 
socialist-oriented Burmese leaders than would otherwise have been the case. 

U Hla Maung was impressed with the new technology as well as with the 
new economics. Regarding the United States as the citadel of modern technol¬ 
ogy and engineering techniques, he was extremely desirous that the engineers 
selected to assist Burma in the formulation and implementation of a develop¬ 
ment program be from the United States. The conclusion of the T.C.A. aid 
agreement in 1950 and the willingness of the U. S. Government to use part of 
the grant aid funds to pay for the kind of comprehensive survey and program 
desired by Burma made such an arrangement financially feasible in the Bur¬ 
mese view. Actually, a specific suggestion that such a survey be made seems 

I. “Implementation of Economic Projects,” speech at meeting of Secretaries and Meads of 
Departments, Jan. ii, 1954> in U Nu, Forward with the People (a collection of speeches), Minis¬ 
try of Information, Rangoon, 1955, pp. 107-08. 
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to have come from Mr. Griffin, leader of a U. S. mission to Burma early in 
1950 which brought about the conclusion of the aid agreement. 

The arrangement that the U. S. Government would pay the dollar costs of 
a survey made by consultants engaged directly by the Government of Burma 
was a felicitous one. No group of technicians on the U. S. Government payroll 
that might have been provided to the Government of Burma could have 
achieved the degree of acceptance and trust which grew out of the direct-hire 
arrangement. The Government of Burma felt from the outset that the con¬ 
sultants they had engaged were responsible in the first instance to them, rather 
than to the U. S. Government. The staff of the consultants came more and 
more to be regarded as members of the family rather than outsiders seeking to 
further the purposes of a foreign power. 

The rather unusual arrangement whereby two engineering firms and one 
economic consulting firm collaborated in the preparation of a comprehensive 
economic and engineering survey and report warrants some explanation here 
of their working arrangements and responsibilities. Knappen Tippetts Abbett 
Engineering Co. was, so to speak, ihe [irime signator to the contract with the 
Government of Burma. Pierce Management, the mining engineers, and 
Robert R. Nathan Associates, the economic consultants, were not, however, 
subcontractors to K.TA. They were designated as Associated Companies and 
were also signatories to the contract with the Government. While each firm 
was responsible for the work within its own field, the basic and over-all 
responsibility was undertaken by K.T.A., which was responsible also for 
liaison with the (jovernment and for general administration. The General 
Manager of the project, designated by K.T.A., was the official channel through 
whom all three firms communicated with the Government in the planning 
period from 1951 to 1953. 

Within this general arrangement, Robert R. Nathan Associates was respon¬ 
sible for broad economic analysis and for developing the economic framework 
for the comprehensive development program. This included the appraisal of 
over-all resources and development potentials, the selection of aggregate tar¬ 
gets for economic growth, the determination of investment required, the 
allocations of that investment by major sectors of the economy, the projections 
of financial and foreign-exchange resources that would be available, the 
changes in economic institutions, structure and policies that would be required, 
and the central organizational, manpower and administrative aspects of 
planning and executing the proposed program. Pierce Management had, 
naturally, responsibility for the mining sector. Knappen Tippetts Abbett re¬ 
tained direct responsibility for all other sectors of the economy — agriculture 
and irrigation, forestry, transport and communications, manufacturing indus¬ 
try and electric power — as well as general coordinating and over-all super¬ 
visory responsibility. The working arrangements called for the economists to 
provide to the engineering firms such economic data, analyses and projections 
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as would be helpful to ihc latter in working out their own sector and project 
studies. Thus, in the case of manufacturing industry, the economists supplied 
the engineers with data or estimates on potential markets or, in the case of 
ports and railways, with projections of future volumes of traffic requiring 
those facilities. 

The chief problems which arose under these arrangements were with re¬ 
gard to the agricultural and industry sectors, where the basic approach and 
views of the engineers and the economists were quite diflercnt. The econo¬ 
mists exercised during this planning period no real influence in the formula¬ 
tion and determination of the manufacturing industry program which was 
finally recommended. They did, however, take issue with the engineers with 
respect to the recommendations to be made in the field of agriculture, and the 
recommendations contained in the Comprehensive Report represented a 
somewhat unsatisfactory reconciliation of rather sharply divergent views. 
Some of the Cjuestions and issues here suggested will be further pursued later 
in this section. 

THE K.T.A. TERMS OF REFERENCE 

The contract concluded in August 1951 between the Government and 
K.T.A. and its associated companies called for a variety of services ranging 
from the preparation of surveys and reports to the preparation of applications 
for financing, services in connection with specific projects to be implemented, 
general engineering consultative and economic advisory services, purchasing 
services and the training of Burmese technicians. The contract stated the gen¬ 
eral purpose of the employment very broadly to be that: 

... it [the consultants] shall act as the technical secretariat to the Burma 
Economic Council, and perform all services required to that end, including advice 
with respect to various important aspects of the country’s economy and engineering 
problems and assistance in solving practical operating difficulties which may occur 
while CONSULTING ENGINEER^ is in Burma, in the particular fields in which con¬ 
sulting ENGINEER is to supply personnel hereunder.... 

The services will be performed under the direction and supervision of govern¬ 
ment with a view to assisting the Burma Economic Council in programming and 
implementation of its plans for an over-all development program.^ 

The surveys and reports required called first for a preliminary survey of the 
national economy (to be completed within twenty weeks) which would: 

appraise the suitability and practicability of government’s general economic de¬ 
velopment program for accomplishing the objectives of its planning policy, and 
ascertain and make recommendations concerning the scope and feasibility of re- 


2 . This and other contract references to “consulting engineer” embrace the associated com¬ 
panies. 

3. “Agreement between the Government of the Union of Burma and Knappen Tippetts 
Abbett Engineering Company,” executed August 8, 1951, Article I.B., p. 2. 
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construction, expansion and improvement of existing facilities and services, and of 
establishing new facilities and services, all within the framework of the over-all 
planning policies of governmknt . . 

The contract called next for an indeterminate number of project surveys 
and reports, both of projects tentatively recommended in the Preliminary Re- 
port and of others which might be designated by the Government, with an 
eye to determining their technical and economic feasibility and desirability. 
An interim report was to be presented to the Government at the end of the 
first year of the associated companies' service, summarizing and analyzing 
their work during the first year and submitting a program of activities for the 
ensuing year. But most importantly, ai the conclusion of the two-year contract 
period, the consultants were to: 

present a written report recommending a comprehensive, integrated program for 
the over-all development of the resources of Burma and governmental and private 
measures in addition to those which may already have been taken, designed to 
place such program in operation, presenting detailed reasoning and justification for 
such program and implementing measures, in the light of the desire of the govekn- 
MENT to improve the productivity, production, and standard of living of the 
people of Burma as rapidly as possible and to achieve a diversified and balanced 
economy appropriate to the national and economic independence of Burma.'"* 

Despite the extremely broad terms of reference, the contract actually pre¬ 
cluded the consultants from considering and making recommendations with 
respect to agriculture — the basis of the entire economy — and the social serv¬ 
ices. This was because the Burmese believed themselves better equipped to 
deal with agricultural problems, and because they wished to utilize U. N. 
advice in the health, education, housing and other welfare fields. The exclusion 
of agriculture was rectified, upon the recommendation of the consultants, soon 
after completion of their Preliminary Report. The social services remained out¬ 
side the scope of their responsibility and staff specialization. 

THE K.T.A. PRELIMINARY REPORT 

The Preliminary Report — produced within twenty weeks by a group of 
six consultants and fifteen field staff engineers and economists — posed a 
challenge to the Government and the people of Burma to undertake a bold 
and ambitious economic development program which would realize her 
“impressive’' potentials for greatly increased production and higher levels of 
living and welfare. After surveying broadly the pre- and post-war positions 
inherent in Burma’s basic resources, the consultants made rough judgments as 
to the increase in national output which might he achieved over the remainder 
of the decade and the amount of total investment, public and private, which 

4. Ibid., Article I.C.i.a., p. 3. 

5. Ibid,, Article I.C.i.c., “Comprehensive Report,” p. 7. 
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would be needed lo achieve that goal. Finally, they outlined an initial invest¬ 
ment program of some K 75 crores ($157 million) in the fields of transport 
and communications, power, water resources, manufacturing and mineral 
industries; assured the government that its financing would involve no near¬ 
future problems; and urged that early and determined action be taken on it 
and on the other recommendations contained in the report, if the desired goals 
were to be reached in time. 

Noting the structure and nature of the Burmese economy before the war 
and the retarded nature of its development, the report found most significant 
in the pre-war economy “the absence of forces tending to accelerate develop¬ 
ment and thereby to afford opportunities for a more abundant life to the 
people of Burma.”® It also noted the great damage wrought by the war and, 
subsequently, by insurrection, and the decline in the total product of the econ¬ 
omy to perhaps 60 per cent of the pre-war total. The report held, however, that 
Burma’s potentials for development were bright: 

Burma has a great potential for a vastly increased output and levels of living far 
higher than those she has ever before achieved. This potential is solidly based on 
Burma’s economic geography and population—on her fertile farm lands; her 
climate, so suited to paddy production; her rich and diversified mineral resources; 
her vast forests; her natural waterways and power sites; her growing population 
and labor force and the capacities of her people for education and for work — 
skilled, managerial and technical work included.'^ 

With natural and human resources in hand, the necessary productive equip¬ 
ment and managerial know-how could be acquired or developed. 

The report emphasized that realization of this potential depended on the 
effective implementation of some basic policy decisions. “The termination of 
civil unrest,” it held, was “an absolute prerequisite to substantially higher out¬ 
put.”® It added: “The supply of managerial, technical and skilled workers 
may well be the next most limiting factor in the increase of total production 
and must therefore be greatly increased.” There was need also for 

a basic plan for economic development which encompasses (a) an intensive survey 
and appraisal of the resources of Burma, (b) ambitious yet feasible goals which 
take into account both the resources of the country and the wants of her people, 
and (c) economic policies and engineering projects essential to achieve the goals. 
Plans are of little value unless they are implemented. Therefore, a development 
program must include organizational measures designed to best assure the maxi¬ 
mum execution of the program.® 

In considering the broad goals which might tentatively be established, the 
report made certain basic assumptions. Paramount among these was the as- 

6. K.T.A. Preliminary Report, p. 2. 

7. Ibid,, p. 3. 

8. Ibid., p. vii. 

9. Ibid, 
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sumption that “civil order will be fully established by the beginning of 1954 
and that peace will prevail thereafter. This means the virtual stoppage of the 
insurrection within two years. To the extent that peace comes more quickly, 
the progress will be more rapid. Conversely, persistence of disorder will 
further delay progress. 

Additional assum[)tions were that the Government would give reasonably 
prompt effect to the policies and actions recommended in the Preliminary Re¬ 
port, that additional projects and policies recommended as the survey con¬ 
tinued over the next two years would similarly be implemented, that Govern¬ 
ment policies would seek to direct the maximum feasible portion of current 
production into capital facilities and that substantial funds for financing the 
program would be forthcoming from external sources as needed. 

In setting, on the basis of these assumptions, the goal for maximum increase 
in total output, the report held that total output could be doubled by the end 
of the decade from the then-estimated level, bringing it to some per cent 
above the pre-war total. The annual rate of total production at the beginning 
of 1952 was then believed to be between K 300 and K 350 crorcs. The report 
recommended a total production goal of some K 700 crores in then-current 
prices. This goal was to be achieved in three steps. It looked to an annual rate 
of output of some K 400 crores by the beginning of 1954, when it was assumed 
civil order would be fully restored. It looked to a further increase in output 
to a level of some K 550 crorcs within two to three years after the end of the 
insurrection. The third step was to see the realization of the target of K 700 
croresin 1959. 

The total proposed increase in gross domestic product in the magnitude of 
100 or more per cent within an eight-year period a[)jX'ars at first to be extra¬ 
ordinarily high. Achievement of such an increase would call for an increase 
of some 8 per cent per year, a remarkable rate of growth for a normal econ¬ 
omy. When it is taken into consideration, however, that the Burmese economy 
was then operating at some 60 per cent of its pre-war level, and that the pro¬ 
posed increase of 100 per cent from that distressed level would take it in 
total only to 30 per cent over pre-war — and on a per capita basis only to 4 per 
cent over pre-war — by 1959, the degree of performance called for was not an 
extraordinary one at all. While undoubtedly difficult, any target involving 
a lesser increase could scarcely have been considered a challenge. 

To achieve this projected increa.se in total national output would require, 
it was tentatively estimated, an investment of .some K 750 crores. This esti¬ 
mate look as a point of departure the rather general relationship between total 
new investment and increased production in many countries — roughly speak¬ 
ing, a 3:1 ratio — but took into account also two factors which it was thought 
would operate in Burma to reduce this ratio. These were the very large com- 


10, Ibid., p. 5. 
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ponent of reconstruction and rehabilitation investment within the total, to 
which the income response might be considerably higher than normal, and 
the very considerable production increases which might be expected in the 
depressed agriculture, timber and mining sectors owing to the improved se¬ 
curity conditions assumed. Of the total of K 750 crorcs of investment required, 
it was further estimated that two thirds could be financed domestically, pro¬ 
vided that one eighth of the total output of the country were channeled into 
investment. One third of the total requirement, it was anticipated, might have 
to be financed by borrowing abroad. In any case, the re^xirt stressed that “these 
are suggested as tentative goals. They are based on an over-all preliminary 
appraisal, which is believed to be reasonably conservative, and are certainly 
subject to review and revision as the survey group explores more fully the 
resources of Burma and evolves a more comprehensive program for the most 
efficient and maximum utilization of these resources. . . . For the present, they 
should serve as moderately ambitious and certainly attainable objectives.”” 

The broad findings, conclusions and recommendations stated above derived 
out of a detailed examination which covered the following section headings: 
“The People of Burma and Their Welfare”; “The Fiscal, Monetary and 
Credit System”; “Agriculture”; “Forestry”; “Mineral Industry”; “Indus¬ 
tries”; “Transportation (Ports and Waterways, Railway Transportation, 
Highways, Airways)”; “Communications”; “Water Resources”; and “Power 
Development.” Since many of the findings presented in the Preliminary Re¬ 
port are descriptive of facts and situations already set forth in earlier chapters, 
mention will be made here only of those which are either not redundant or 
which seem to merit restatement. 

As regards population, the report held that while any significant improve¬ 
ment in general health conditions would result in an increased rate of growth 
in population and labor force, it did not foresee any problem of over-density 
relative to available resources. It noted that the labor force was not effectively 
utilized. In addition to considerable total, part-time and seasonal unemploy¬ 
ment, there existed a widespread under-employment. The income of cultiva¬ 
tors was perhaps lower relative to that of the total population than it had 
been before the war. The report held that “Far more training is required not 
only in basic education but also in practically every category of training de¬ 
signed directly to enhance the productivity of workers.The report stressed 
also that much progress was necessary and possible in the field of health. 

With regard to finance, the report held — as had the British economists — 
that the recent fiscal policy of the Government had had a deflationary effect, 
and that more vigorous and realistic fiscal policies would be required. It con¬ 
sidered the tax system to be on the whole well conceived and progressive. It 
noted that the most important single source of revenue for the Government 

11. Ibid., p. 6. 

12. Ibid., p. viii. 
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was the profits of the State Agricultural Marketing Board (the Government 
monopoly for rice exports). Finding that Burma’s monetary and banking- 
system was entirely inadequate to meet the requirements of an expanding 
economy, it supported then-pending draft legislation to provide needed mone¬ 
tary reforms and central bank controls. It advocated more efTective and per¬ 
manent measures than had yet been taken to provide agricultural credit 
to the cultivators at reasonable rates of interest. Finally, it indicated the need 
for improvement of short-term financing facilities for trade and indtistry, and 
the need for new institutions to fill the void created by the virtual absence of 
long-term financing facilities and savings. 

Although a study of the agricultural resources of the country was not in¬ 
cluded among the responsibilities of the survey grouj), the report stated that 
agricLilliiral production c<juld be more than doubled by a major program of 
improvement and expansion. Among the measures which such a program 
would embrace, it specified the opening up of new lands, the general use of 
high-c]uality seeds, the greater use. of fertilizers, the more extensive use of 
irrigation, new crop possibilities, modern farming methods and reasonable 
rates of interest for agricultural credit. 

In the field of minerals, the report found ample evidence that Burma could 
rehabilitate the oil and base-metals industries. It staled also that “Investigation 
has disclosed that Burma could become a substantial producer of antimony 
metal, could probably produce its domestic needs of non-coking coals, and 
could substantially increase its lead and zinc exports.”^'^ 

Industrial development, it was held, “is urgently needed to provide produc¬ 
tive work opportunities for the growing population and labor force, to reduce 
Burma’s excessive dependence on the production and export of rice and a few 
other key items, to increase per capita productivity and output, to conserve 
foreign exchange, and most importantly, to make larger quantities and more 
varied supplies of goods available to her people.”^'* Idic report cautioned, how¬ 
ever, that 

There is little prospect of or need, with few exceptions, for entering into the pro¬ 
duction at this time of manufactured items necessitating large-scale enterprises or 
complex processing. Industrialization is inevitably a gradual process in which in¬ 
dustries grow in relation to those on which they depend for supplies and in relation 
to others which in turn are dependent on them. Burma needs to initiate selected 
industries which will benefit from the natural advantages of local raw materials 
and local markets. Careful selection, based on sound criteria, will help achieve suc¬ 
cessful operations, which in turn will encourage other industries.'*’'^’ 

As regards transportation, the report advised that a special commission 
should be established to achieve proper coordination of the four basic trans- 

13. Ibid., p. X. 
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portation modes — waterways, railways, highways and airways. Ports, water¬ 
ways and railways all required a great deal of rehabilitation and new facilities. 
The highways had suffered from excessive use and deficient maintenance 
since 1941. Communications were disrupted, limited in personnel and ad¬ 
ministration and still seriously affected by insurgency. 

A coordinated water-resources program which would encompass water¬ 
ways, irrigation, land reclamation and drainage, hydroelectric power, flood 
prevention, prevention of soil erosion, and adecjuatc and safe water supply and 
sanitation, was badly needed. The existing water program was hampered by 
the lack of systematic collection of data on surface and ground water and of 
plans for multi-purpose reservoirs. 

As regards power, the report estimated that demand would increase from 
10 to 20 per cent per year, and listed a number of favorable sites which ap¬ 
peared feasible from the point of view both of economic generation and of 
markets for electric power. 

As regards organization within the Government, the re['>ori found serious 
deficiencies both in statistical information and in trained Burmese personnel 
required for effective planning. The staff of the Ministry of National Planning 
was inadequate both in size and in experience to do its job. Doubt was ex¬ 
pressed as to the organizational structure and relations of the Government 
ministries, departments, boards and their subdivisions, as to the allocation of 
functions among them, as to their personnel and wage-salary practices and, in 
general, as to the ability of the Government, as then organized and manned, 
to carry out effectively the large-scale development program proposed. Finally 
the report stressed that “The needs of the economic development program 
demand more efficient private organization as well as more efficient public 
organization. The government can assist greatly in developing improved 
efficiency in the sphere of privately organized enterprise.”^® 

RECOMMENDATIONS OF THE 
PRELIMINARY REPORT 

Recommendations for immediate action were made for all the sectors cov¬ 
ered in the survey. The more important are listed below. 

General recommendations called for the development of improved eco¬ 
nomic statistics in a variety of fields as soon as possible; a comprehensive pro¬ 
gram of education and training to prepare the skilled personnel required for 
the development program; improved systems of primary and secondary edu¬ 
cation; expansion of facilities for professional training; great emphasis on 
expanded programs for technical and vocational training; more teacher¬ 
training schools; more liberal provisions in the budget for education and train- 


16. Ibid,, p. 222. 
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ing; development and implementation of a comprehensive national health 
program; and a broadly conceived housing program. Serious consideration 
was urged for the revision of basic pay scales within the Government service. 

Recommendations in the financial area called for an expansionary fiscal 
policy; adoption of draft legislatimi for central banking and monetary rC' 
forms; expansion of the commercial banking system; specific tax changes; a 
number of urgently needed studies of the revenue structure, tax admiiiistra' 
tion, and economics of rice growing and marketing; establishment of a state 
agriculture bank; and the administration of foreign-trade controls. 

As regards mineral industries, the consultants recommended establishment 
of a Minerals Development Corporation; the development of antimony mines; 
further testing and studies of the Kalewa (bal Project; and a j^rogram for 
mineral exploration and training. 

Manufacturing'-industry recommendations included establishment of an 
Industrial Development Corjioration; early action to modernize the rice- 
milling industry; and the establishment of an integrated fishing industry, a 
salt-extracting plant, a bamboo-pulp and paper mill, a cigarette factory, a 
roofing-tile plant, three integrated sawmill and millwork units, and a rubber- 
products plant. Further study and investigation of a number of other manu¬ 
facturing industries was also recommended, as was a review of Government 
tax, trade and other policies to ensure that they would stimulate and facilitate 
industrial development. 

Transportation recommendations included the establishment of a commis¬ 
sion to coordinate the basic transport modes; immediate action to rehabilitate 
the ports; implementation of the railways rehabilitation program; the ex[)edit- 
ing of rehabilitation work on damaged bridges; major rehabilitation and main¬ 
tenance of national trunk and main roads; the construction of certain new 
roads; the inauguration of a program of planning and reorganization within 
the building and roads department; a training program in the Airways ]k)ard; 
expansion of the wireless-tclegraiih network; the introduction of an automatic 
dial-telephone system in Rangoon; and detailed field investigation and design 
of several water-storage projects and further study of others. 

Power recommendations called for detailed field investigations and for the 
design and construction, where justified, of three hydroelectric projects and 
further consideration of a number of others. 

In connection with Government organization, recommendations included 
retention, by the Prime Minister, of the National Planning Board portfolio; 
improved coordination between the Ministry of National Planning and other 
Government ministries and departments, especially the Ministry of Finance; 
reorganization of the Ministry of National Planning; establishment of the 
appropriate composition and responsibilities of the top Economic Council; 
and the inauguration of a progress-reporting system on development progress. 
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The recommendations stressed that the autonomous development corpora¬ 
tions recommended in the fields of mining and industry “should be set up and 
run on a businesslike basis and that same basis should apply to the new 
autonomous enterprises they set up or sponsor.’'^” 

In an endeavor to balance the socialist Government’s obvious concentration 
on the public sector, the report stressed that the Govcrjiment could and should 
render general assistance to private enterprise by developing cheaper sources 
of fuel and power; by providing better transportation and communication 
facilities; by developing the natural resources and basic industries; by bene¬ 
ficial relaxation of import controls and tariffs; by fostering cheaper credit and 
creating greater mass-purchasing power; by providing research and technical 
assistance; by eliminating unnecessary delays and difTictilties which business 
men encountered in dealing with the Government; by providing induce¬ 
ments to new and desirable investments through tax incentives, accelerated 
amortization, loans, financial participations and similar means; by conduct¬ 
ing training programs to develop skilled workers and technicians needed by 
industry; and, in general, by creating an atmosphere of security and confi¬ 
dence which would encourage private investment and enterprise. 

Finally, the report suggested a specific program for immediate investment in 
the amount of K 74.5 crorcs (approximately $157 million), composed as fol¬ 
lows : 



K Crores 

Transport and communications 

28.2 

Railroads 

22.2 

Ports and waterways 

1.1 

Highways 

3-5 

Airways 

•3 

Comm unications 

1.1 

Power 

30.0 

Water resources 

7-1 

Manufacturing industry 

8.5 

Mineral industries 

•7 


The reaction of the Government of Burma to the Preliminary Report was 
highly favorable. The Government was pleased both by the sympathy dis¬ 
played towards its aspirations and by the consultants’ expression of confidence 
that Burma could make large forward strides within the decade towards their 
achievement. The growth and investment goals suggested were considered 
entirely feasible, although it was emphasized that their timely attainment 
would require changes in thinking, attitudes and public administration. 

All ministers, members of the Economic Council, Cjovernment secretaries 
and heads of departments were invited to a meeting at the residence of the 

17. Ibid., p. XX, 
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Prime Minister on March 3,1952 u> “consider and discuss” — actually, to hear 
— the major recommendations contained in the Preliminary Report. In a 
memorandum })repared by U Hla Maung, Secretary of the Ministry of Na¬ 
tional Planning, and distributed to all participants in the conference, the fol¬ 
lowing statements were made: 

The general economic framework within which the Consulting Engineers sug¬ 
gest that economic development during the next ten years should be set is basically 
sound. A program of development of the order recommended . . . involving a 
capital investment of approximately Ks. 750 crores . . . may appear unpractical 
and idealistic if judged in the light of the actual rate of investment and capital 
formation which Burma has been able to achieve in the past. But when it is re¬ 
membered that even such an ambitious programme could increase the gross 
national product of Burma by only 30 per cent as compared with pre-war and 
very little on a per capita basis, it becomes clear that no matter how impossible or 
ambitious that jjrogram may seem in view ol jxtst achievement, the difficulties must 
be overcome . . . From this point of view, the Preliminary Report constitutes a 
challenge to the people of Burma.^*"^ 

The memorandum went on to discuss the availability of resources and man¬ 
power for the objectives recommended and to consider the extent to which 
Burmese thinking would need to be adapted, and the administrative system 
geared, in order to achieve a development prc>gram of this magnitude. Ex¬ 
pressing assurance on all these counts, provided the proper efforts were made, 
the memorandum promised the executive agencies of the Government that if 
they would only get on with the job, the Government would see to it that the 
necessary resources were available. Significantly, U Flla Maung stressed the 
danger of the restrictions and inhibitions inherent in a bureaucratic system, and 
stated that a firm decision was necessary “that all development projects wall be 
undertaken on business principles and with an organization which assumes 
more of the character of a large-scale business organization than a watch-dog 
Department of Government.” For this reason he expressed gratification with 
the report’s recommendation that autonomous development corporations be 
organized in the industries and mineral fields. Finally, he suggested that a 
number of subcommittees be set up to consider the specific project and other 
detailed recommendations presented, and to recommend to the Government 
whether or not they should be accepted, rejected or modified. 

The conference confirmed and accepted the general analysis, approach and 
goals recommended by the consultants. Explicit confirmation was given to the 
recommended target increase in national output to K 700 crores by 1959 and to 
the recommended total investment target of K 750 crores needed to achieve it. 
In the months that followed, action was initiated on a broad front to put into 
effect many of the projects and policies recommended. 


18. ‘'Memorandum for the Economic Council,” February 29, 1952- 



CHAPTER 7 


The Pyidawtha Conference 


Pyidawtha means, literally, “happy land.” U Nu has explained the term as 
follows: “Pyidawtha, which is our common goal, is one [a land] which not 
only possesses good roads, good railways, good bridges, good houses and 
abundant production, but one which also does away completely with the evil 
system of class exploitation, of crimes, of disease, of retrogression, of ignora¬ 
muses and of exploitation.”^ 

It was at a conference called by the Government in August 1952 that the 
designation “Pyidawtha” was first used to denote the objective of Burma’s 
development program. As the official report of that conference puts it: 

For the first time in the history of Independent Burma, there was held for a 
period of fourteen days from August 4 to August 17 this year, the history-making 
Pyidawtha Conference which was convened by the Union Government for discus¬ 
sions “of supreme importance for major programmes for the creation of a new state 
and ushering in of a new era for the people” . . . To fully discuss the ten develop¬ 
ment plans enumerated below, nearly one thousand delegates including Members 
of Parliament, Commissioners and senior Government officials and representatives 
of the ludu [the people] from the A.F.P.F.L., and A.B.P.O., etc. came from all 
the seven administrative divisions in the Union ... to confer with Cabinet Minis¬ 
ters and high ranking officials of the Union Government.... 

All these plans are aimed at radically changing the colonial system of exploita¬ 
tion as existed under the foreign power, to one of sincere benevolent democratic 
Government of the Burmese people by the Burmese people. 

... the holding of the Conference was actually a ceremony for laying the founda¬ 
tion of a true Pyidawtha.^ 

1, “Burma’s Goal,” speech of Aup:. 24, 1953, in U Nu, Forward with the People (a collection 
of speeches), Ministry of Information, Rangoon, 1955, p. 50. 

2. The Pyidawtha Conference, August 4-17, Resolutions and Speeches, Ministry of In¬ 
formation, Rangoon, Dec. 18, 1952, Introduction, 
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The conference was a major effort by the Government to mobilize its key 
officials and mass organizations in support of its forthcoming development 
effort. The mass organizations represented were the Anti-Fascist People’s Free¬ 
dom League (A.F'.P.F.L.), the nationalist coalition, and the All Burma Peas¬ 
ants’ Organization (A.B.P.O.), the units of which extended parallel with 
those of the (jovernment from the center in Rangoon down to the village 
level. 

Among the ten programs adopted unanimously by the Pyidawtha Con¬ 
ference, the key program was that which embodied the targets for increased 
investment and national output recommended in the K.T.A. Preliminary 
Report and the immediate investment prf>gram recommended by the K.T.A. 
(Since the presentation of the Preliminary Report, this had grown from some 
K 75 crores to a total of K rot crores, or $212 million.) The resolution adopted 
on this program and the supporting speech presented by the Minister for In¬ 
dustry and Mines were sober and restrained in tone. 

It was noted, for example, that the proposed increases in national output 
aimed at a per capita consumption only slightly in advance of the pre-war 
level. This increase the Minister regarded as “not substantial” but, he added, 
under the circumstances “We must be realistic, and we cannot afford to set 
up a goal which no matter how desirable may be impossible of achievement 
under present conditions.”"^ Stressing the many practical difficulties involved 
in carrying out any development program, the country’s limitations in tech¬ 
nical personnel and other resources, the considerable effort that would be re¬ 
quired, and the program’s dependence on the detailed studies and investiga¬ 
tions then being carried out, the Minister cautioned: “We cannot therefore 
say that the programmes will be fully implemented. Every effort will be made 
to carry them out, and as much as is practicable will be carried out. But if we 
fail to reach the targets set in time, there should be no disappointment.”*^ 

He then warned that “A programme of economic development on this 
scale cannot be undertaken by Government under the present administration 
set-up, which was designed not as an instrument of development and w^elfare 
but for the maintenance of foreign rule. The system must accordingly be 
changed and the ideas and attitudes of mind which prevail amongst all work¬ 
ing within this system must also undergo a major change.” In this connection 
the Minister anticipated that a considerable contribution toward the necessary 
administrative changes would result from the decision to set up four develop¬ 
ment corporations — in the fields of industry, minerals, agriculture and 
transport.*'^' These corporations, he said, “wall be set up on business principles, 

3. Ibid., p. 38, Resolution No. 4, “Target for Economic Development,” presented by the 
Hon’bic U Kyaw Myint, Minister for Industry and Mines, on August 11. 

4. Ibid., p. 41. 

5. The decision to set up a development corporation in the transport field, tentative at that 
time, was subsequently reversed. 



98 The Eight-Year Development Program 

and will operate on business lines using methods and procedures adopted by 
large-scale business organizations. They shall be free from departmental rules 
and restrictions which arc now an effective barrier to carrying out any work 
of development. It is hoped that these Corporations will develop into an 
effective instrument lor the achievement of the development goals stated in 
the Resolution.” 

Finally, the Minister emphasized that an absolute prerequisite to the success¬ 
ful execution of the program was a willingness on the part of both the (Govern¬ 
ment and its key officials to make bold decisions. While recognizing that every 
effort needed to be made to prevent unnecessary, wasteful or reckless spend¬ 
ing on ill-considered and inadcc|uately investigated projects, he stressed that 
indecision based on fears of one kind or another “is probably as big a crime 
as embarking on ill-considered projects which involve CGovernment in loss 
and wastage.”^' A certain amount of waste would be inevitable. “In such cases, 
decisions must give full consideration to the good faith of those responsible for 
carrying out the projects. Only then would they be willing to act boldly and 
with expedition.” 

Whether this speech was prepared by the Minister himself or by National 
Planning Secretary U Hla Maung, whose earlier memorandum it echoed, it 
certainly pointed realistically, analytically and with prescience to a number of 
key considerations which the Government would have done well to remember 
and to act upon in the years that followed. 

The work of the conference went far beyond its approval of the economic 
goals of the K.T.A. Preliminary Report and its immediate investment recom¬ 
mendations. A number of other programs were adopted which were to be of 
major significance in the comprehensive economic and social development 
program. These included a five-year program for agricultural production, an 
eight-year program for land nationalization, a major program for transport 
and communications, a substantial public-housing program, major education 
and health programs, and a village-district community-improvement pro¬ 
gram, also called “Pyidawtha.” The conference also made a gesture toward a 
development program for those hill areas which even within the Burmese con¬ 
text were considered “underdeveloped areas.” Finally, it approved a plan for 
the democratization of the colonial type of local administration which still 
prevailed. 

Brief descriptions of these other programs adopted by the conference follow. 
THE AGRICULTURAL PROGRAM 

The Agricultural and Rural Development Five-Year Plan, so called because 
it aimed to raise agricultural output in five years to the value it had before the 
war, was geared explicitly to the broad economic framework outlined in the 

6. Ibid., p. 42. 
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K.T.A. Report. It aimed by the end of the decade to increase the total value 
of agricultural output from K 150 crores to K 265 crores, an increase of K 115 
crorcs. It anticipated also that the resulting increased value of agricultural 
processing would make for a total increase in agricultural output of K 130 
crores. Agriculture would thus contribute roughly 40 per cent of the total 
increase in national output proposed by the consultants for 1959. 

The agricultural program aimed chiefly at restoring the pre-war export sur¬ 
plus of rice, and at achieving self-sufficiency in a number of other commodities 
the production of which was then badly depressed, and had in most cases been 
deficient before the war. Among these the most important were groundnuts, 
cotton, beans and pulses, sugar cane, onions, chillis, jute, tobacco, tea, coflee, 
coconuts, dairy products and fish and fish products. Specific targets were out¬ 
lined for each of these commodities, along with methods for achieving them, 
such as land reclamation, the opening up of new lands, double cropping, im¬ 
proved land use, improved cultivation practices, better breeding practices, etc. 
Costs were estimated by project only tor the first year of activity. The plan 
envisaged also the establishment of an agricultural bank, a number of irriga¬ 
tion projects, the repair and reconstruction of bunds (dikes) in the paddy¬ 
growing areas, the increased use of fertilizer, partial mechanization where 
applicable, various types of aids and incentives for the cultivators, and ar¬ 
rangements for continued research and planning. 

Of the several crop programs, the rice program was by far the most im¬ 
portant. The 2.5 million acres of paddy land lost to cultivation through war 
and insurgent activities were to be reclaimed and rehabilitated; an additional 
half million acres of new land were to be brought under paddy cultivation 
with the aid of irrigation projects; improved seeds and improved cultivation 
practices, including increased use of fertilizers, were also to be relied upon to 
achieve the target. 

While the five-year program embraced fisheries, it was strangely silent about 
forestry. 

THE LAND NATIONALIZATION PLAN 

In sharp contrast to the clearly defined agricultural program, the so-called 
and long-discUsSsed land nationalization plan was not a plan at all. It was 
rather a confused and poorly defined expression of intent, accompanied by an 
elaborate outline of the organizational structures that would be built to 
achieve its cloudy objectives. The Constitution had, of course, already pro¬ 
vided that the state, as the ultimate owner of all lands, would see to their 
equitable distribution among the landless peasantry. The Land Nationaliza¬ 
tion Act of 1948, enacted shortly after independence, had had only a short trial 
in one area of significance before the developing insurrection made further 
attempts to implement it impracticable. However, that initial experience had 
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apparently not been a happy onc'^ and a new and quite different act would be 
legislated only in September 195^. The Pyidawtha Conference disclosed how 
murky and inchoate was the thinking about land nationalization in mid-1952. 

As there presented, the plan proposed for immediate action the setting up of 
a central committee for land nationalization, the building of a district-level 
staff and its training, a program of research, the gathering and mapping of 
information that would be essential to later distribution operations, and the 
establishment of model mechanized farm colonies and collectives for experi¬ 
mental purposes. It proposed also a few sample land distributions in order to 
gain experience with the problems that would later be encountered. For the 
longer term — that is, beginning with the following year — the plan proposed 
the organization of district and village land-nationalization committees in 
.selected areas, the building and training of local staff as well as of the com¬ 
mittees, and the beginning of land distribution — which would ultimately 
comprehend some 9 million acres of agricuhural land — on a one-yoke farm 
basis to landless farmers. This distribution would be accompanied by the or¬ 
ganization of the newly landed farmers into agricultural cooperatives and 
collective farms. The plan listed, without further explanation, a number of 
additional and presumably complementary plans which would embrace agri¬ 
culture, health, rural development, .social considerations, electricity, housing, 
transport and communications, finance, democratic administration, cultural 
affairs, etc. 

The plan made no attempt to define what the maximum permissible size of 
farms would be, what compensation might be paid to former owners, on what 
bases land might be transferred to agriculturalists, what, if anything, those 
agriculturalists would pay for the land received, whether they would indeed 
be the actual owners of the land transferred to them, how much land might 
ultimately be transferred, or any of the many other practical and frequently 
perplexing questions obviously connected with a land distribution program. 
It is not altogether surprising, therefore, that the land nationalization pro¬ 
gram, as later formulated and put into effect, was neither carefully worked out 
in all important aspects nor well calculated to make a substantial contribution 
to the reconstruction of agriculture and to increased agricultural production. 

TRANSPORTATION AND COMMUNICATIONS 

The transportation and communications program adopted by the Pyi¬ 
dawtha Conference proposed to carry out, within the three years ending 
1954-55, some two thirds of the reconstruction work required to bring the 
system back to its pre-war condition and efficiency. Estimating that the total 
rehabilitation job, which incorporated a substantial amount of long deferred 
maintenance as well as rebuilding and replacement of equipment, would re- 

7. Hugh Tinker, The Union of Burma, Oxford University Press, London, 1957, pp. 95-96. 
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quire the expenditure of K 50 to K 60 crores ($105 to $126 million), the pro¬ 
gram envisaged the expenditure in three years of close to K 40 crores ($83 
million), of v^hich K 20 crores ($42 million) would be spent for railways 
alone. 

Explaining that recent attempts at rehabilitation had been delayed by the in¬ 
ability to procure ships, steel rails and other equipment — perhaps because of 
the Korean War then in process — the f)lan envisaged the restoration of ^84 
miles of railway out of the 546 miles of pre-war lineage then inoperable, and 
the acquisition of 171 passenger coaches and 1,400 freight cars, as com[)ared 
with then existing deficiencies of 714 and 3,175 respectively. The entire deficit 
of 56 locomotives was to be filled within the three-year period, and major rail¬ 
way stations which still required restoration were to be restored. Of a deficit of 
86 passenger launches for river transport as compared with pre-war, 26 would 
be procured at a cost of approximately K 2 crores ($4.2 million). Six new air- 
stri[)s would be constructed in addition to the major airport construction 
project going on in Rangoon, and the necessary airdromes or terminals to ac¬ 
company them would be built. Some K 4.7 crores ($9.9 million) would be 
Sj)ent to acquire ships for coastal and ocean service. A somewhat lesser sum — 
K 3.7 crores ($7.8 million) — would be spent on the restoration of the jiort of 
Rangoon, and some K 38 lakhs (|8oo,oo()) on still-required rehabilitation of 
the lesser outports. One dramatic new project proposed was the installation of 
a dial telephone system in Rangoon at a cost of K 3.2 crores ($6.7 million). Fully 
250 local post office buildings would be constructed to restore the number to the 
pre-war total of 640, at a cost of K .5 crores ($i million). Finally, small wire¬ 
less sets would be installed in important district headquarters, and land tele¬ 
graph lines would be restored in areas where security conditions made such 
activity practicable. 

Noteworthy in the presentation of this program by the Minister for Trans¬ 
port and Communications was his overt admission of the existence of wide¬ 
spread corruption in both the railway and the inland water transport serv¬ 
ices, and his rather naive and plaintive plea to the public to refrain from giving 
bribes to corrupt personnel and to report to the proper authorities such evi¬ 
dences of corruption as they might observe. 

HOUSING 

The housing program was presented by the outstandingly able and energetic 
U Raschid, newly designated Minister for Housing and Labor, and Vice 
Chairman at that time of the recently established National Housing and 
Town and Country Development Board, the agency through which the 
housing program would be implemented. Stressing that housing construction 
in recent years had failed in large measure to make good the wartime and in¬ 
surrection losses and the extensive fire damage, let alone to provide for the 
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growing population, U Raschid presented a three-pronged program of exten¬ 
sive housing construction in the towns, construction of model villages in the 
countryside and development of indigenous building materials. For Rangoon, 
which presented a special problem because of its size and because of the large 
number of refugees whose hutments had encroached onto the streets, the plan 
envisaged the construction of a satellite town at Kande, as well as many other 
housing projects within the city and the planned removal of refugee hutments 
into a transit camp and permanent village at Thingangyim. A large (jovern- 
ment office building would be constructed which would permit the return of 
many requisitioned private dwellings to their owners. Incentives would be 
given to private builders, and steps would be taken to augment and improve 
the town’s water supply. Comparable action was promised in the near future 
in at least five other towns, including Prome, Akyab, Mandalay and Magwe. 
At least one model village was proposed to be built in each of the thirty-six 
districts. These villages would be laid out in an orderly manner, with adequate 
water supply and sanitary provisions. In each the Government would estab¬ 
lish a community center which would include a health center, some cottage 
industry and, wherever practicable, an agricultural station. As part of the 
scheme, the Housing Board would construct a large factory capable of meet¬ 
ing the country’s needs for roofing tile. 

Additional contributions to the use of indigenous materials would be made 
by the building-materials department attached to the Housing Board and by 
a research unit to be installed at the Industrial Research Institute. The Board 
had decided to make loans available in modest amount to those who were 
interested and were able to undertake housing construction for their own use. 
For those building bamboo huts, financial advances would be made in the 
form of aluminum-sheet roofing materials, or C.G.I. sheets. U Raschid stressed 
also that personnel would be trained, both abroad and at home, at all levels 
from architecture and town planning to simple carpentry. Research instruc¬ 
tion in the use of hand machines and various materials would be supple¬ 
mented by socioeconomic research in housing conditions, income levels, etc. 
He advised that the 1951-52 budget provided K 3.5 crores ($7.4 million) for 
the Housing Board program and that the budget for the following year was 
then in preparation. 

In addition to its own program, the Housing Board undertook a wide 
variety of construction activities for other agencies, acting, for example, as the 
executive agency for the Health and Education departments in the construc¬ 
tion of hospitals and schools. 

The housing plan, although it called for a start to be made in a field in 
which action was urgently needed, was seriously defective in at least two im¬ 
portant respects. It made no assessment whatsoever of the total size of the job 
which needed to be done, or of how much of that job it intended to undertake 
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and at what cost. Also, it gave no oven recognition to the cjuestions of what 
kind of housing should be constructed in the towns, of what the average unit 
cost would be, and of whether such construction should be on a subsidized or 
a self-li(}uidating basis. Obviously the questions involved in both these major 
problem areas had not been seriously tackled, if they had been considered at 
all. The unanimous approval accorded to this plan by the Pyidawtha Confer¬ 
ence without debate or discussion left both sets of questions wide open for ad 
hoc implementation by the Housing P)oard and Ministry. Hie only way in 
which the central planners were able to deal with the housing }n'ogram was in 
terms of the annual budget review, never in terms of the relation ol the j)ro- 
posed annual appropriation to a clearly envisaged longer-term plan. 

THE MEDICAL AND PUBLIC HEALTH PLAN 

The Medical and Public Health Plan reflected the contributions of World 
Health Organization and U. S. technical-assistance specialists in the painstak¬ 
ing analysis which had been made of the problem, and in the well-ihought-out 
and comprehensive measures proposed for dealing with it. Underlying the 
plan were the dismal facts. The death rate in Burma was the highest in the 
world — 30 per 1,000 population. Infant mortality was 105 per i,ooo, while the 
mortality of mothers in childbirth was from five to ten times greater than in 
more advanced countries. I'he chief health scourges were malaria; gastro¬ 
intestinal infections such as typhoid, dysentery, cholera and diarrhea; respira¬ 
tory diseases such as tuberculosis, pneumonia and asthma; and contagious dis¬ 
eases such as smallpox, plague, measles and whooping cough. Unbalanced 
diet was another main cause of poor health. Shortages of medical personnel, 
facilities and supplies were important factors. The country had only 294 
hospitals and dispensaries, with a total of only 8,546 beds — one per 1,980 
persons. There were 552 doctors in the medical services of the state and about 
700 doctors engaged in jirivate practice — one per 13,580 persons. There were 
404 nurses in the state service, and 650 engaged in private practice — one per 
16,130 people. Pre-war facilities for the manufacture of vaccines against small¬ 
pox, cholera, typhoid, paratyphoid and rabies had been destroyed. 

A five-pronged program was set forth for dealing with this situation: (i) 
the mounting of organized and well-planned campaigns for combatting 
malaria, venereal disease, tuberculo.sis and leprosy, for promoting maternal 
and child welfare and for improving environmental sanitation; (2) the im¬ 
provement of medical facilities and services; (3) provisions for the domestic 
manufacture of biologicals, drugs and preparations; (4) the training of medi¬ 
cal personnel; and (5) the promotion of a national-fitness movement. 

The anti-malaria campaign was based on spraying; the VD campaign on 
blood testing and treatment; and the TB campaign on vaccination. X-ray 
treatment, education and environmental procedures. The maternity and child 
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welfare effort would be based on a large number of maternity and child 
health centers staffed by woman health visitors and trained midwives. In the 
leprosy campaign, new leper colonies and central clinics and hospitals would 
be established. The hospital program envisaged key hospitals in Rangoon and 
Mandalay, completely equipped to treat all diseases; regional hospitals with 
200 to 500 beds in Moulmein, Bassein, Akyab, Mitkyina, Taunggyi and 
Magwe; district hospitals with 150 to 200 beds in each of the thirty-six district 
headquarters; and township hospitals with 25 to 60 beds in every township. 
It envisaged also a large number of rural health centers below the township 
hospital, on the basis of one for every fifteen village tracts or district council 
circles with populations from 15,000 to 40,000. It was estimated that approxi¬ 
mately 800 such rural health centers would be required, each staffed by a 
public health assistant, a vaccinator, a woman health visitor and five mid¬ 
wives. These centers, it was thought, would treat simple diseases and refer 
other cases to the nearest township hospitals. A number of child health clinics 
and mobile health vans would also be brought into the plan. 

While the plan envisaged steps to increase the domestic manufacture of 
biologicals, drugs and preparations, it did not at that time contemplate the 
large-scale drugs and pharmaceuticals plant which later became part of the 
program. The Pyidawtha program anticipated that the necessary manufacture 
would be taken care of by the already existing Harcourt Butler Institute and 
by the office of the Chemical Examiner. It did envisage, however, the process¬ 
ing and public distribution of vitamin tablets, without indicating the auspices 
under which the processing would take place. Plans for the training of medi¬ 
cal and health personnel encountered their greatest difficulty with respect to 
doctors. In spite of increased enrollments at the medical college and plans for 
the opening of a second medical college, the deficiency would still be great, 
and large numbers of foreign doctors would therefore be engaged on short¬ 
term contracts to meet immediate needs. Training programs for nurses, 
public-health nurses, woman health visitors, midwives, health assistants and 
inspectors, vaccinators and compounders, it was thought, would be capable of 
turning out the necessary personnel during the life of the plan. 

The chief job of the National Fitness Council would be to promote health¬ 
building and provide facilities and equipment for sports activities. 

Cost estimates had been worked out for some parts of the health program, 
chiefly in their early phases, but not for the entire program. It was clear that 
the largest single costs would be for environmental sanitation and for hospital 
construction. The former, it was thought, would require the sinking of 75,000 
wells to supply reliable water, and the construction of some 3 million latrines 
throughout the country at a cost of more than K 10.5 crores ($22 million). The 
cost of the hospital program was not even tentatively approximated. The 
proposed 1952-53 budget was K 6.6 crores (nearly $14 million), of which K 
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3.8 crores ($8 million) would be for recurring expenditures and K 2.8 crores 
(nearly $6 million) for non-recurring expenditures. As in the case of the 
Housing Plan, this well-thought-out and essential program was undertaken 
with only a limited notion of the nature of the caj)ilal costs that would be re¬ 
quired over a period of time, and without any reliable estimate of the impact 
which the large numbers of additional personnel contemplated would make 
on the Government’s current budget. 


THE EDUCATION PLAN 

The Kducation Plan, prepared with the assistance of a special educational 
advisory commission which had the benefit of a recent study made by a 
U.N.E.S.CLO. mission and of the participation of an outstanding Burmese 
educator, Li Kaung, was organized around five basic principles or objectives 
laid down by the Government. These were, first, to insure that all citizens 
should have a basic education in the three R’s; second, to train the requisite 
number of technicians for the realization of Pyidawtha; third, to train for 
responsible citizenship; fourth, to eradicate illiteracy and promote the five 
(Buddhist) strengths;^ and, fifth, to train the citizenry for democratic ways 
of living. Simultaneously the plan foresaw the expansion of facilities at all 
levels, the training of teachers and other specialized personnel, a reorganiza¬ 
tion of the curriculum so as better to achieve the stated objectives, and the use 
of special institutions and techniques to supplement the work of the schools. 

To ensure basic education in the three R’s for all, 1,000 additional state 
primary schools were to be opened each year. Assistance in furniture, books 
and equipment would be provided for t,ooo monastery schools each year for 
an indefinite period of time. A campaign against adult illiteracy would be 
undertaken by the Mass Education Council. The two existing teacher-training 
colleges would be supplemented by three new ones. It was not considered 
practicable to attempt compulsory universal education, even at the primary- 
school level. However, compulsory primary education was already being 
experimented with in one pilot project in Rangoon, and a similar project 
would be undertaken in a rural township. The curriculum in the primary 
schools would be enriched by training in arts and handicrafts, school garden¬ 
ing and general science. 

Technical training was to begin at the middle school level, in the fifth stand¬ 
ard, in which instruction in English as a second language would also begin. 
Middle schools in urban areas would introduce a technical and commercial 
bias into their curricula, whereas the middle schools in village areas would 
introduce a rural or agricultural bias. The high schools would introduce 
specialized classes for those preparing for the study of medicine, and general 
workshops and homemaking and business-training courses, A few specialized 

8 . Intellectual, physical, moral, economic and social strength. 
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agricultural and technical high schools would also be established. 1 raining at 
the university level would be supplemented by specialized technical institutes 
and vocational institutes for forestry, veterinary medicine and agriculture. For 
adults, evening classes, trade schools and part-time schools would be pro¬ 
vided. Outside the structure of public education would be the monastery 
schools and private institutions at higher levels. The educational administra¬ 
tion would be reorganized in accordance with the requirements of the en¬ 
larged and reorganized educational system. The estimated cost for 1952-53 
was placed modestly at K 1.4 crores (fa.t) million). 

The cost of adding 5,000 jirimary schools over a five-year })eriod was esti¬ 
mated at K 8.:; crores ($77.4 million), or a very modest 1,660 kyats ($349) 
each. These could obviously be little more than large huts with either thatch 
or C.G.I. sheet roofing, lacking running water or toilet facilities and |)erhaps 
not even provided with electric lighting. The cost of the program as a whole, 
however, was not estimated, on either the capital or current expenditures 
sides. In comparison, subsequent estimates for the engineering college, the 
[)olytcchnic high school and the agricultural, veterinary and forest research 
institutes alone totaled more than K 2 crores ($4.2 million), and actual costs 
for these projects were substantially greater. 

Despite the restraint and modesty of the approach, the education plan was 
vStill a third example of program determination in the social-investment area 
which was “wide open” in terms of the potential claims it might make on the 
limited resources available for capital development. 

PLAN FOR THE DEVOLUTION OF 
POWERS (the PYIDAWTHA PLAn) 

The Pyidawtha Plan, which took its name from that given to the confer¬ 
ence as a whole, was aimed simply at bringing local communities into the 
development elTort. It provided that annual development grants of K 50,000 
($70,500) would be made to each township in the Union. These funds would 
be spent for projects proposed by township Pyidawtha committees, subject to 
review by district and division-level Pyidawtha committees. Local communi¬ 
ties were encouraged to supplement the Government’s allotment with volun¬ 
tary contributions of cash, labor or materials. It was anticipated that the 
projects undertaken by the local committees would reflect the felt needs of 
the people in those communities, and that the funds would be spent mostly for 
minor projects in the provision of roads, bridges, irrigation, drainage, tanks 
and ponds, wells and other sanitary facilities, and in some instances for schools 
and other community facilities. Since there were some 200 townships in the 
Union, approximately K 7 crore ($2.1 million) annually would suffice to 
finance this program. 

While the scale of the program was exceedingly modest, the basic idea 



The Pyidawtha Conference 107 

which underlay it was good. A fundamental defect in the organization of the 
committees at the various levels, however, was that they were composed al¬ 
most entirely of Government officials. The only non-Government officials 
were the one or two members of each committee designated by the local 
A.F.P.F.L. or party organization. 

THE DEMOCRATIZATION OF 
LOCAL ADMINISTRATION 

Democratization of local administration involved no plan for capital ex¬ 
penditure or development but dealt rather with public administration. Since 
a large-scale public-investment program must of necessity be executed largely 
by the existing governmental administrative machinery, the structure and 
quality of that machinery are highly pertinent to the prospects for effective 
implementation of public programs. An examination of the then existing 
administration and the plans for democratizing it is therefore pertinent here. 

Burma had made no effort since acquiring independence to change in any 
important way the basic structure of public administration inherited from the 
British rule. At the center in Rangoon were the ministries and the Secretariat. 
The Secretariat consisted of the Government secretaries and their staffs. Not 
integrated with these were the operating departments, which were administra¬ 
tively responsible to the respective ministries for policy, for review and ap¬ 
proval of programs and budgets and for various types of administrative clear¬ 
ance. Leaving apart the Shan, Kayah and Kachin slates, Burma Proper was 
divided into seven administrative divisions, each under a commissioner. Each 
division was subdivided into two or more districts, each of them headed by a 
deputy or district commissioner (D.C.). Districts were again divided into 
subdistricts with subdivisional officers (S.D.O.’s), and these in turn into town¬ 
ships, administered by township officers (T.O.’s). The next step below the 
township was the village, administered by the headman and the village elders. 
This administrative apparatus in the field was responsible to the Government 
through the liome Ministry, which controlled all appointments. 

The structure of the Government was colonial not only in form but in 
spirit. As in colonial days, appointments were made from the top down, and 
only at the village level was there a semblance of self-government. The only 
exceptions were those towns of sufficient size to have been granted a civic 
charter. 

Each of the major central departments with national or field responsibilities 
had representatives in the field attached to the various district and township 
headquarters. Thus, the health, education, irrigation, buildings and roads, 
excise, agricultural, veterinary and other departments all maintained officers 
of appropriate rank in each of the district headquarters, although they did not 
in all cases maintain lesser officers in the township headquarters. These spe- 



io8 The Eight-Year Development Program 

cialized officers had a dual responsibility — to their own departmental superior 
and to the local township officer or deputy commissioner, as the case might be. 
Their budget, policy and program direction was departmental. Their author¬ 
ity for implementation could derive, however, only out of the sanction and 
support of the central (Government official to whose headquarters they were 
attached. 

Iffie democratic process in Burma consisted chiefly in voting for members 
of Parliament. I'hc citizen did not, except in cities which had been granted 
self-governing charters, participate in any way in local government or in the 
selection of local officials. 

The central administration functioned laboriously. “Cases” were made of 
each matter that arose, lliese became part of a file which included all earlier 
precedents or related cases and moved upwards within the Secretariat through 
layers of minor officials, each of whom entered painstaking notes or comment 
called “minutes.” Eventually the papers reached the desk of the Secretary in 
charge, who entered his own decision or referral, after which they proceeded 
on their tortuous rounds. The average case was not disposed of for many 
months, and for the most part no urgency was involved. Some cases might 
remain pending for years, and many were lost or completely forgotten. The 
entire system seemed calculated to produce delays or vetoes, rather than to 
expedite action. This leisurely procedure, inherent in the colonial administra¬ 
tion and attitude, was particularly ill-adapted to the requirements of a major 
economic development effort, and was perhaps the most debilitating of the 
legacies which the British left to independent Burma. 

The purpose of the plan for the democratization of local administration 
was to introduce the beginnings of local self-government. Each village was to 
be governed by an elected village council. In towns and cities, comparable 
committees would be elected in each ward, and an urban council would then 
be formed by representatives of the ward committees. At the next level, town¬ 
ship councils would be formed, composed of representatives from the village 
and urban councils. At the district level, there would also be a council, com¬ 
posed of four or more representatives from each township council in that dis¬ 
trict. The village headmen, township officers, subdivisional officers and deputy 
commissioners, who until that time had been centrally appointed, would be 
attached as executive officers to the respective councils or committees. 

Authorization for this plan was to be enacted by the Parliament, after which 
it would be inaugurated on a trial basis in a few districts. 

SIGNIFICANCE OF THE 
PYIDAWTHA CONFERENCE 

What, then, was the significance of the Pyidawtha Conference.? It repre¬ 
sented, first, an attempt by the Government to develop a widespread public 
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understanding and to enlist widespread public acceptance, support and par¬ 
ticipation in the broad economic program and goals which the ( jovernment 
itself had already accepted some months earlier when the K. 1 \A. Preliminary 
Report was presented. Second, it adopted a five-year program for the basic 
agricultural sector and recommitted the nation to a major land nationaliza¬ 
tion program, which was vague as to methodology and ultimate objectives. 
Third, it approved a program for rehabilitation in the important field of 
transport and communications which was to require a larger share of public 
investment than any other sector of the economy. Fourth, it embraced large- 
scale programs in health, education and housing without any clear definition 
or concept of what their total costs would be, and in the housing field at 
least, without coming to grips with some of the basic criteria necessary to the 
formulation of a clear-cut program. 

For the sectors with which it specifically dealt, the Pyidawtha Conference 
blocked out major programs and major requirements for public investment 
which the consultants would have to embrace and incor{)orate within the 
scope of their Comprehensive Plan. The silence of the Pyidawtha Conference 
in relation to forestry, mining, electric power, water resources and manu¬ 
facturing industry permitted the consultants somewhat more latitude in these 
sectors. Even in these areas, however, the Burmese thinking, whether for¬ 
mulated in the Two-Year Plan of 1948 or later, was to play a decisive role in 
the comprehensive program which w'as actually brought into being. 



CHAPTER 8 


The K.T.A. Comprehensive 
Report: Economics, Policy 
and Administration 


THE K.T.A. COMPREHENSIVE REPORT 

The K.T.A. Comprehensive Report was submitted in August 1953, within the 
two years envisaged under the contract, some eighteen months after the sub¬ 
mission of the Preliminary Report and one year after the Pyidawtha Confer¬ 
ence. During the interim several developments had occurred which affected, 
some favorably and some adversely, the prospects for Burma’s successful 
execution of the comprehensive program foreseen in the Preliminary Report. 

On the negative side, the progress made toward suppression or pacification 
of the insurrection, while perceptible, was far less than had been assumed in 
timing the program. While indigenous insurrectionist groups had been 
brought under better control, the K.M.T.^ elements had become an increasing 
problem. Closely related to internal disorder was the sizable increase in the 
budgetary requirements of the defense forces, which constituted a heavier 
drain on resources than had been anticipated. 

On the plus side were the more favorable prices being obtained for rice and 
other primary products in export markets and, consequently, the improved 
outlook for foreign exchange and budgetary receipts for the remainder of the 
program period, as compared with earlier expectations. Also on the plus side 

I. These were Kuomintang troops that had retreated across the southern lx)rder into Burma 
at the time of the general retreat to Formosa. 
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was the generally favorable reception accorded by the Government to the 
recommendations made in the Preliminary Report and the positive actions 
which had already been taken. The Government had moved with relative 
vigor on the recommended King’s Highway road project from Rangoon to 
the new airport at Mingaladon, on railways and waterways rehabilitation, on 
the procurement of vessels for the Shipping Board, on rehabilitation of the 
port of Rangoon, on exploration and testing of the Kalewa coal deposits, on 
the brick and tile factory and on a number of Housing Board projects, in¬ 
cluding construction of model villages and of a large new Government office 
building in Rangoon. On the organizational front, the Government had 
formed two development corporations in the fields of industry and mining, as 
recommended in the Preliminary Report, and had added a third in the field 
of agriculture. It had also organized a State Agricultural Bank. 

These developments were taken as evidence of the Government’s determi¬ 
nation to embark on the kind of program recommended, and as assurance 
of its vigorous support of such a program in the future. On the whole, there¬ 
fore, the consultants saw no reason to modify in a more conservative direction 
the broad scope and nature of their earlier recommendations. 

THE ECONOMIC GOALS 

The Comprehensive Report made no change in the basic output and invest¬ 
ment goals earlier recommended. The target for total production (in 1950-51 
prices) remained at K 700 crores, and that for net capital formation at K 750 
crores. These goals, however, were made somewhat more conservative by two 
factors. First, the target date was slightly extended from the end of the 
calendar year 1959 to the end of the fiscal year 1959-60, adding eight months 
to the program’s duration. More significant, however, was the refinement 
made since the preparation of the Preliminary Report in the gross domestic 
product estimates for the 1950-51 base period. At the time of the earlier report, 
output for 1950-51 had been estimated crudely at K 300 to K 350 crores. Thus 
the target of K 700 crores called for an increase of 100 to 133 per cent in gross 
national product during the program period. Output for the base period was 
now calculated at K 371 crores. The target of K 700 crores would require, 
therefore, a lesser increase of 88 per cent, and over a somewhat longer time 
period. 

The over-all economic development goals of the Comprehensive Report 
for gross domestic product and for consumer purchases are shown both in 
total and on a per capita basis in Table ii. 

Two aspects of the recommended goals merit attention here. First, while 
the output and consumption goals represented sizable increases from the base 
period 1950-51 and from the figures for 1952-53 (as estimated at the time the 
Comprehensive Report was completed), they represented quite modest in- 
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creases in relation to the pre-war achievement. On a per capita basis, the tar¬ 
get increases for 1959-60 were only 4 per cent for output and S.5 per cent for 
consumption over the pre-war levels. It had been from the beginning the 
consultants’ view’^ that any targets less ambitious than these v’ould not provide 
adequate incentives, in terms cither of Burma’s potentials or of the Govern¬ 
ment’s aspirations. This view had been confirmed by the reactions expressed 
to these goals at the Pyidawtha Conference. At the same time, the goals were 
considered sufficiently ambitious to require real effort. The second point 
worthy of note is the larger increase in per capita consumption relative to per 
capita output implicit in the targets. Whereas consumer purchases in the base 
period 193(^-39 were estimated to be only 6^.^ per cent of gross domestic out¬ 
put, it was anticipated that by 1959-60 they could take ()(^.C) per cent. This 
larger share did not mean that a smaller part of the national output would be 
set aside for investment. It was based rather on the changed structure of 
ownership and income distribution in the economy which would result in the 
virtual disappearance of the portion previously paid abroad to foreign enter¬ 
prises. Before the war, close to 7 per cent of the gross domestic product had 
been paid abroad in dividends. The liquidation of this obligation, it was 
thought, would permit part of that share to go to domestic consumption and 
still permit a somewhat larger proportion of the national product to flow into 
investment channels. 

With respect to the original goal for net capital formation of K 750 crores 
during the program period, a good deal of additional analysis was done. 
Estimates were made of the probable division of this investment as between 
the public and private sectors, and the investment was projected year by year 
through the program period in relation to the projected gross domestic 
product. Gross as well as net public and private investment was estimated and 
similarly distributed and related. These estimates or projections arc shown in 
Table 12. The estimated data for January September 1952 and for 11)52-53 are 
separated in the table from the programed figures for the years 195^-54 
through 1959-60. But this has been done only to accentuate the fact that the 
estimated actual data were being incorporated into the entire program. They 
will be treated as additive to those for the programed years in the comments 
which follow. 

First, combined public productive and social net capital formation was 
estimated at K 402 crores, or 54 per cent of the total of K 750 crores. Un¬ 
planned private investment was counted on to make up nearly half the total. 
Second, Government gross capital formation (including defense) throughout 
the program period was estimated at approximately K 520 crores, or slightly 
less than half the K 1,067 crores of total gross capital formation. (The slightly 
disparate share of public investment in net and gross capital formation was 
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Table 12 

Government and Private Capital 
Formation, i 9 ‘^ 3"-54 1939-60 


Millions of Kvats 


Government 
Capital Formation 


Year 

I 

CrrOhS 

I^orncstic 

Product 

2 

Produc¬ 

tive 

and 

Social— 
Net 

3 

Produc¬ 

tive 

and 

Defensive 
—Gross 

4 

Private 

Capital 

Formation 

Per 
Cent 
Col. 

4 to 2 

7 

Per 
Cent 
Col. 
6 to 2 
8 

Net 

5 

Gross 

6 

Grand Total 


4,020 

5,225 

3^470 

5.440 



1952, Jan.-Sept. 

4,121 

150 

230 

255 

385 

5.6 

9-3 

195^-53 (est.) 

4,650 

220 

375 

265 

460 

8.1 

9.9 

Programed, total 


3,650 

4,620 

2,950 

4.595 



1953-54 

5,200 

390 

565 

265 

470 

10.9 

9.0 

1954-55 

5 i 55 o 

550 

695 

280 

‘195 

12.5 

8.9 

19 55-5 

5,950 

605 

745 

345 

570 

12.5 

9.6 

1956-57 

6,300 

605 

740 

410 

645 

10.7 

10.2 

1957-58 

6,600 

540 

670 

490 

735 

10.2 

11.1 

1958-59 

6,800 

490 

615 

560 

815 

9.1 

12.0 

1959-60 

7,000 

470 

590 

600 

865 

8.4 

12.4 


Sow ' ce : K.T.A. Comprehensive Report, Vol. 1 , Table III-7, p. 50. 


due to the somewhat larger element of depreciation in the private sector.) Be¬ 
ginning with 1953-54, schedules anticipated that gross capital formation 
would require the allocation of approximately one fifth of the gross domestic 
product annually. Within this total, the share of public investment was ex¬ 
pected to rise quickly to a peak of 12.5 per cent in 1954-55 and 1955-56 and 
decline substantially thereafter to 8.4 per cent by the end of the program pe¬ 
riod. The role of gross private capital formation was expected to rise steadily 
to a peak in 1959-60, approximating the earlier peak to be achieved by the 
public sector. 

Not shown in the table is the judgment that of the total net capital forma¬ 
tion of K 750 crores, approximately K 550 crores, or 73 per cent, would be for 
productive investments, while some K 200 crores, or 27 per cent, would be 
invested in the social area. Of the total of K 365 crores shown in the tabic as 
being programed for public investment from 1953-54 through 1959-60, it was 
anticipated that approximately K 300 crores would be spent for planned proj¬ 
ects in the productive areas with which the engineering consultants were 
concerned, while the remainder would be invested in schools, hospitals, 
housing and other social projects. Finally, it was estimated that of the total 
public and private gross investment, close to two thirds would be spent do¬ 
mestically, while a little more than one third would be spent abroad and 
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would thus require foreign exchange.^ Repeated references in the report sug¬ 
gested that the figures cited for public capital expenditure were offered as 
maxima, and the private investment figures as minima. It was particularly 
stressed that some of the planned public investment in the manufacturing- 
industry sector might actually be implemented by the private sector, either 
independently or in joint ventures with the Government, and that the private 
sector might also account for a substantial portion of the social investment 
anticipated, especially housing. Thus, while public investment was shown to 
account for slightly more than half of the net investment requirement, the re¬ 
port contemplated that the public share might in fact fall to less than half of 
the total. 

The emphasis which the economic consultants placed on the contribution 
to be made by private enterprise not only represented their conviction that the 
job could not and should not be clone by the Government alone, but enabled 
them to express, albeit indirectly, their views on a problem which had per¬ 
sisted in the background since their work in Burma had begun two years be¬ 
fore. They had undertaken to formulate a comprehensive development plan 
for a government socialist in its economic convictions, highly mistrustful of 
private enterprise and unaware of the constructive roles played by the market 
and competition in a regulated but relatively free economy. While the econ¬ 
omists had conceived it to be neither necessary nor appropriate to challenge 
directly the Government’s basic political and economic convictions, they were 
naturally aware that these would exert an important influence on the kind of 
program likely to be adopted, and, because of the degree of state ownership 
and operation which would be involved, on the efficiency with which it could 
be carried through. The tactic they adopted, therefore, was to avoid any direct 
reference or challenge to socialist ideas as such, and to consider specific policies 
and projects strictly in terms of whether they would work. If a given proposal 
were challenged on the ground that in the given circumstances it was not 
likely to work satisfactorily, rather than because it originated out of a given 
ideological position, the Government might consider the question on its merits 
rather than on ideological grounds. This continued to be the economists’ 
position and tactics in the rationale of the Comprehensive Report, and helps 
explain the emphasis it placed on certain ideas and concepts. 

For example, in discussing the proposed economic goals, and recognizing 
the Government’s propensity to aim at the equalization of incomes, the report 
stressed the limitations of this objective and the importance of increasing total 
output. 

The degree to which redistribution of income can advantageously be effected is 
limited. The prospect of increasing one’s income is a powerful incentive to invest- 

2. K.T.A. Comprehensive Report, Table III-2, p. 41. 
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rnent and to efficient production, and if progressive taxation is so heavy that it 
makes it difficult for the owner of the enterprise to increase his income after taxes, 
or if other measures reduce too greatly his inccntives» private investment will 
dwindle, production will be less efficient, prices will he higher, and the mass of the 
people will suffer. 

However, the most absolute limitation on the redistribution of income as a 
method of raising the standard of living is that it cannot bring about an increase 
sufficient to make a significant contribution to living levels in general. If the entire 
income of the wealthy in Burma were taken in taxes, and distributed in govern¬ 
ment services or in cash among the nineteen million people oi Burma, the increase 
in income per person would be very small. I’he wealthy are few and the poor arc 
many. Burma simply does not produce enough goods to yield a high income. Maxi¬ 
mum production of which Burma is capable with present methods of production 
cannot yield a high level of living, no matter how equitably the income from it is 
distributed. The benefits from optimum distribution of income will he small com¬ 
pared to those from a comprehensive development program.*^ 

Having emphasized the necessity for increased output and having pointed 
out the contribution which the restoration of normal employment would 
make to increased output, the economists then stressed that the need for in¬ 
creased productivity prevailed throughout the economy, in existing as well as 
in new industries, and in the f)rivate as well as in the public sector. Agricul¬ 
ture, forestry, mining, cottage and manufacturing industry, trade, commerce 
and government would all have to contribute toward this objective, even 
though it was recognized that the concomitants of increased productivity 
“will not invariably be welcomed,”'* The argument also took into account the 
obvious propensity of the Government to equate industrialization with prog¬ 
ress, and its disposition, therefore, to venture heavily into state-owned manu¬ 
facturing industry. The report emphasized consequently the reasons why 
“The consumers market for industrial products will be limited for some time” 
and pointed out that “only a fairly small number of new industries will be 
efficient in Burma at present.” Primary emphasis needed to be placed on agri¬ 
culture. 

The introduction of this limited number of industries will itself raise the average 
level of income , . . the extent to which industry can feed on itself in this way is 
limited. The development in Burma of an increasing market for industrial prod¬ 
ucts therefore depends on an increase in per capita income throughout the entire 
economy. For this increase, agriculture offers the dominant opportunity. Income 
in agriculture is now low, hut the potential exists to increase it substantially. A 
fundamentally important step in the industrialization of Burma must therefore 
be a comprehensive, well organized and determined program to achieve a con- 


3. Ibid., p. 24. 

4. Ibid,, p. 30. 



The K.T,A. Comprehensive Report 117 

tinuing increase in productivity and in the standard of living of Burma’s agri¬ 
culturalists.*'^ 

I'he great emphasis which the Comprehensive Report placed on the im¬ 
portance of the agricultural sector is worthy of special note, not only on 
substantive grounds but also because of the criticism commonly made later 
that it had neglected or underestimated the importance of agricultural de¬ 
velopment. 

In presenting the recommended economic goals, the report called attention 
to four main problems which stood as obstacles to the program proposed, and 
which “must be overcome if the program is to succeed.” I’he first of these was 
the problem of internal security. The second was that “which arises from the 
acute shortage of skilled technicians and experienced managers and adminis¬ 
trators. Indeed, it would not be overstating the case to say that the success of 
the development program hinges more on this than on any other single 
factor.” 

The third bottleneck was 

that which arises in the organization and administration within Government itself, 
where established modes and procedures are in tune with the more leisurely pace of 
another day, having developed in response to a relatively static rather than a 
dynamic way of life in Burma. Organization, administration, and personnel in the 
government ministries, agencies, departments and boards must be brought into 
step with the dynamic requirements of the development program. 

and 

Finally, determination, vigor and daring must be displayed by those charged 
with responsibility for the execution of the development program. There has been 
no opportunity to evaluate as yet the degree to which these qualities will be forth¬ 
coming. It is to be hoped that they will be present, for it is clear that the program 
will falter without them.® 

These were indeed to be the factors most responsible for the difficulties en¬ 
countered in executing the program. 

FINANCING THE PROGRAM 

Whereas the Preliminary Report had anticipated that Burma might have to 
borrow abroad approximately one third of the funds required to finance the 
recommended program, the improvement in rice export prices since that time 
and the outlook for the continuation of relatively favorable rice prices for the 
remainder of the program period now led to the conclusion that Burma could 


5. Ibid., p. 35. 

6. Ibid. 
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probably finance the entire development program out of her own resources. In 
mid-1953, Ngasein Small Mills Special (42 per cent broken), Burma’s domi¬ 
nant export rice grade, was selling on a government-to-government basis at 
/60 sterling per ton. Private sales were being consummated at and more 
per ton. The projections of the economists anticipated a rising level of ex¬ 
ports from their then abnormally depressed volumes and only a moderate 
decline in prices 10 not less than /50 per ton by 1959-60. These overly 
optimistic expectations, frequently criticized since as having led Burma to 
undertake a larger program than would otherwise have been the case," were 
the most important single factor leading to the conclusion that the foreign 
exchange requirements of the K 750 crorcs program could be financed with¬ 
out assistance from abroad. 

Because the profits of the rice export trade accrued to the Government either 
as income taxes paid by the State Agricultural Marketing Board or as “reha¬ 
bilitation contributions” made to the treasury by that Board, rice prices and 
profits were extremely important in the budgetary, as well as in the foreign ex¬ 
change, picture. Rice prices and profits did not, however, make an important 
contribution to the highly important domestic financial needs, for they origi¬ 
nated in foreign exchange rather than in domestic currency revenues. They 
could contribute importantly to domestic finance only if transactions of the 
private sector abroad were on the whole in a deficit position, so that the 
private sector would have to buy foreign exchange from the Government and 
thereby reduce the privately held domestic money supply. 

Because of the importance of foreign trade to the economy, the analysis of 
Burma’s capacity to finance the proposed program was divided into separate 
analyses of her ability to finance its foreign exchange and its domestic currency 
requirements. On the foreign exchange side, it was estimated that require¬ 
ments would roughly double during the program period as compared with the 
then existing level of foreign exchange expenditure. This was based on calcu¬ 
lations that the foreign exchange component of the planned public invest¬ 
ment would be close to half of the total investment requirement, that the 
proportion of total gross public and private development expenditures re¬ 
quired to be .spent abroad would be something more than one third and that 
the propensity of the public to purchase consumer goods from abroad at the 
higher levels of income anticipated would be substantial. Expectations with 
re.spcct to foreign exchange earnings, while based chiefly on rice, looked to 
vsubstantial increases in revenues from a higher level of timber, minerals and 
other exports as well. These, however, were expected to contribute little more 
than one fifth of the total increase of K 90 crores in foreign exchange receipts 
anticipated.® 

7. This criticism is not valid. On this point, sec the discussion in Chapter 21. 

8. Ibid.. Table III-6, p. 48. 
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The report presented® two sets of estimates showing the calculations enter¬ 
ing into the future value of rice exports. The more optimistic of these en¬ 
visaged a somewhat greater recovery in rice acreage and production, and 
anticipated that as much as 2.5 million tons might be exported by 1959-60, at 
an average price of ^^55 per ton in that year. The less optimistic schedule 
illustrated the results which might be expected from a somewhat more modest 
recovery in acreage and output, and an export peak of approximately 2.3 mil¬ 
lion tons by the end of the program period, at an average price of ^^0 per 
ton in that year.^® The indicated results of even the more conservative of these 
estimates was not only that the foreign exchange requirements as calculated 
could be met, but that the already large foreign exchange reserves would be 
substantially increased.” 

The dependence of these estimates on the Government’s success in dealing 
with the insurrection was explicitly recognized: “The more rapidly complete 
civil order is restored, and rice, mineral and timber production and exports in¬ 
crease, the larger will be Burma’s foreign exchange earnings. The progress of 
restoration of civil order is therefore of first importance as a determinant of 
Burma’s foreign exchange position.”^^ 

The possibility that the comforting foreign exchange analysis presented 
might prove ill-founded was not excluded. In this event, it was pointed out, 
three alternatives would be available to supplement inadequate foreign ex¬ 
change earnings. The first would be the use of the existing reserves in excess 
of K 120 crores, of which less than one third were then required by statute 
as currency backing, and of which as much as half might safely be drawn 
down if necessary. The second alternative would be the restriction in some 
degree of imports for private use.^*^ The third alternative would be the obtain¬ 
ing of loans from abroad. The report concluded therefore that “In view of the 
very favorable earnings prospects and the availability of these supplementary 
procedures, it is hardly conceivable that Burma will not have adequate foreign 
exchange to finance the full development program which has been recom¬ 
mended. She should proceed with her development program with no hesita¬ 
tion whatsoever on this score.”^^ 

The report anticipated no difficulty on the part of the private sector in 
financing the private investment contemplated for it. Pre-war figures indi¬ 
cated that the private sector had then saved 14.2 per cent of the gross domestic 

9. Ihid., Tables III-sA ami 5B, p. 46. 

10. The export tonnage goals may be compared with a pre-war peak export of close to ^5 
million tons and an average export volume for the five years preceding the war of more than ^ 
million tons. 

11. Ihtd., Table III-6, p. 48. 

12. Ibid,, p. 40. 

13. This possibility would of course be limited by the possible need to use consumer goods 
imports as an offset to domestic inflation. 

14. Ibid., p. 49. 
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product. Private activity before the war included, of course, a number of in¬ 
dustries or functions which had since been wholly or partly nationalized. 
Nevertheless, it was considered that the private sector would still be able 
readily to finance investment at the level envisaged lor it of 9 to 12 [ler cent 
of the gross domestic jiroducl, at the higher levels of output expected to pre¬ 
vail. 

The domestic financing of the public capital formation program was not 
expected to be so easy. Because a substantial part of the Government’s revenue 
was derived from its monopoly of rice and timber exports, an unusually large 
proportion of its revenues were in the form of foreign exchange rather than 
of domestic currency. The Government’s current expenditures within P)urma 
were already in excess of its revenues from within Burma, and this situation 
was expected to continue. However, the Government’s net non-budgetary 
receipts — chiefly the net domestic surpluses of the state-owned boards and 
corporations on current account which were not comprehended within the 
formal budget of the Ministry of Finance and Revenue — were already 
sizable, and could be expected to increase. These might be supplemented by 
private saving in excess of private capital formation, thus increasing the non¬ 
inflationary resources available for public expenditure programs. Taking these 
factors into account, and assuming that the Government’s current budgetary 
expenditures could be kept from growing much larger, it appeared that the 
Government might run only a modest domestic deficit on a cash-consolidated 
basis through the program period.^*'* These deficits might be offset, at least in 
part, by an excess of private imports as compared with private exports, thus 
moderating the growth of the privately held money supply. The projected 
trend in the privately held money supply even thus calculated showed that 
this might almost double by the end of the program period. However, in rela¬ 
tion to the increased gross domestic product, it might rise only from ap¬ 
proximately 16 per cent to 20 or 22 per cent. 

These estimates and projections assumed that the current expenditures of 
the Government during the remainder of the decade would not rise higher 
than K 70 crores per year, as compared with the K 65 crores budgeted for 
^ 952 ” 53 - “The figure is held at K 70 crores because it is believed that the 
Government must hold it at approximately this level if enough resources are 
to be available for the development program.”^® Even on the basis of this 
assumption, the economists concluded that it was impossible to forecast 
whether domestic currency requirements could be financed on a non-inflation- 
ary basis without substantial alterations in the tax structure. The report was 
realistic in stating that “the precise trend of events five or six years in the 
future is so uncertain that it would be absurd to assume that the precise turn 

15. Ibid., Tabic III-n, p. 54. 

16. Ibid., p. 53. 



T he K,T.A. Comprehensive Report 121 

of developments now projected for that period has significance for future pol¬ 
icy, . . . The conclusions drawn may require considerable modification as the 
development program progresses.”^^ 

The situation, it was clear, would have to be watched and reappraised from 
year to year. The execution of the comprehensive development program 
would have to be accompanied by “equally comprehensive planning of eco¬ 
nomic policies.” I’he final conclusion was that there existed nothing in the 
financial picture, foreign or domestic, to prevent the Government from em¬ 
barking with confidence on the program recommended. 

CENTRAI. ECONOMIC POLICIES 

The consultants next analyzed the problems of central economic policy, 
government organization and specialized manpower that would have to be 
reckoned with, and made recommendations for dealing with them. The dis¬ 
cussion which follows will concentrate on those recommendations which will 
later be of significance in analyzing the execution of the program. 

In approaching the question of fiscal policy, the Comprehensive Report first 
stressed the necessity for much-improved fiscal information. This included the 
need for a cash consolidated budget which would reflect and anticipate the 
impact of the totality of the Government's fiscal relations with the public; for 
estimates of Government expenditure divided more accurately between do¬ 
mestic and foreign outlays; for the more prompt submission of badly lagging 
budgetary accounts by the spending agencies and departments; and for the 
introduction into the budgetary procedure of expenditure authorizations as 
well as expenditure estimates. Two major emphases were made as regards 
fiscal policy — one, already noted, that tendencies continually to increase the 
level of current budgetary expenditures be strongly resisted; and, two, that in 
current budget review special consideration be given to technical and related 
training programs, the need for higher pay for skilled and responsible ad¬ 
ministrative workers, the agricultural extension service, and other items which 
would assist materially in the execution of the development program. These 
two objectives do not appear to be altogether compatible. Had the consultants, 
however, known then some of the things they learned later on, they might 
well have pointed out at the time that overstaffing and inefficiency in the pub¬ 
lic service were so pronounced as to afford opportunity to achieve both ob¬ 
jectives. 

The discussion of tax policy examined the tax structure from the point of 
view of its equity, its adequacy in providing revenues and its effect on in¬ 
centives. It pointed up one extremely interesting problem relating to equity 
and a number of deficiencies so far as incentives were concerned. Levels of 
taxation in general were considered adequate to the then existing needs, and 

17. Ibid,, p. 57. 
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Table 13 


Governmental Receipts, by Source, 
Including Estimated Net Income of 
Governmental Enterprises, 1938-39 and 1951-52 


Type of 

Revenue 

Millions of Kyats 

Per Cent of Total 

1938-39 

1951-52 
(Rev. Est.) 

1938-39 

1951-52 
(Rev. Est.) 

Total 

164.3 

812.0 

100.0 

100.0 

Land revenue 

54.2 

21.5 

33-0 

2.6 

Profits of state 





enterprises (est.) 

~ 

370.0 

— 

45.6 

Customs 

36.4 

193.0 

22.2 

23.8 

Excises and excise duties 

23.0 

34-8 

14.0 

4-3 

Sales tax 

— 

23.0 

— 

2.8 

Taxes on income 

19.1 

44-5 

11.6 

5.5 

Other taxes 

5*7 

24.1 

3-4 

3-0 

Forest revenue 

M -3 

13.0 

8.7 

1.6 

Other revenue 

j 1.6 

88.1* 

7*1 

10.8 

GroSsS domestic income 

1,460 

4,116 




Source: K.T.A. Comprehensive Report, Tabic IV-i, p. 63. 

a. Excludes non-cash transfer of K 30 million from the International Monetary Fund, matched 
by an equal non-cash i)ayrnent to the Fund, the two together canceling out. 


the structure of the system was such as to promise adequate increases in rela¬ 
tion to anticipated increases in output and income. However, an intensive 
study of the tax structure was needed, as was expert assistance in improving 
the obvious weaknesses of tax enforcement. 

The major problem in the equity of the tax structure arose out of the degree 
of dependence which it placed on the profits of the State Agricultural Market¬ 
ing Board, the Government’s rice export monopoly. These profits derived 
from the huge margin which prevailed between the low controlled price paid 
to the cultivator for his paddy and the very high price at which the milled rice 
was sold in export abroad. The magnitude of this problem is illustrated in 
Table 13. 

As Table 13 shows, profits of state enterprises in 1951-52 were estimated to 
amount to K 370 million (K 37 crores), or nearly 46 per cent of total Govern¬ 
ment revenues. While part of these profits derived from the operations of the 
State Timber Board — the Government teak export monopoly — and from 
profits of the Civil Supplies Management Board, which imported consumer 
goods for sale to the public, the lion’s share was contributed by the S.A.M.B. 
Under the circumstances, these profits represented in large part an indirect 
tax upon the paddy cultivator. Because of the abnormally high price com¬ 
manded at the time by rice in international markets, part of the profit could 
rationally be regarded as a windfall, paid by the buyer abroad rather than the 
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cultivator at home. However, to the extent that the Government-imposed ceil¬ 
ing on paddy prices prevented them from rising at least in correspondence 
with the prices of other commodities bought by the paddy cultivator, they 
could also be considered an indirect and discriminatory tax on the country’s 
rice producers. In considering the question of equity and, incidentally, the 
political feasibility of maintaining this situation over the years to come, 
countervailing tendencies also needed to be taken into account. 

As indicated in Table 13, the land revenue taxes paid by the cultivators had 
declined sharply even in absolute terms, simultaneously with domestic infla¬ 
tion, and now represented less than 3 per cent of the total tax burden, in 
comparison with 33 per cent before the war. Further, reform legislation had 
placed strict limits on the rents paid by tenant farmers, and conditions were 
such that many cultivators paid neither their rents nor their land revenue 
taxes. Liberal Government loans to the cultivators were seemingly impossible 
of collection and were virtually a subsidy to the farmers. Finally, many of the 
farmer’s costs of production (as in the case of seasonal labor) were paid in 
kind rather than in cash and therefore tended to hold down his production 
costs. These factors undoubtedly did much to mitigate the seeming gross in¬ 
equity inherent in the Government’s fixed paddy purchase price. Yet it was 
quite remarkable that the cultivators did not agitate in an organized way 
against the maintenance of this heavy indirect tax burden. The failure of the 
A.B.P.O. (All Burma Peasants’ Organization) and of the farm cooperative 
movement to protest this exploitation more vigorously can be explained only 
by the farmers’ general docility and the subservience of the farm organizations 
to the dominant political party. 

Table 13 illustrates also the extreme importance of indirect taxation in the 
Burmese tax structure and the very minor role of income taxation, even as 
compared with the pre-war period. The latter is partly due to the generally 
low levels of personal income and the difficulties of administration and en¬ 
forcement of personal and business income taxation, except in the case of 
salaried employees of the Government and the larger enterprises. It is also 
due the diminished role of larger private companies in the economy, as com¬ 
pared with pre-war years.^® 

The seeming regressivity of the tax structure inherent in the relatively 
important role played by indirect taxation is not quite accurate. This is be¬ 
cause the customs, excises and excise duties and sales taxes were progressive in 
nature, ranging from little or nothing on essential goods consumed by low 
income groups to fairly steep rates on luxury goods. The sales tax on im¬ 
ported goods, collectible at point of entry, had actually been introduced be- 

18. The reclassification of Government revenues some time later brought income taxes paitl by 
Government cnterprise^s within the income-tax classification. While this appeared to give the in¬ 
come tax greater relative importance than before, the difference was not real. 
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cause of the consultants’ earlier recommendations in place of the previous 
much^^vaclcd and uniform turnover tax. 

The recommendations with respect to banking and credit policy stressed 
the vital importance of affording adequate credit facilities at reasonable rates 
of interest to the country’s agriculturalists at the village level. The expansion 
of the commercial banking system through branch banking would help solve 
this problem, but the major contribution toward its solution would have to be 
made by the newly established State Agricultural Bank operating through a 
system of village banks. Since these could be developed effectively only in 
conjunction with soundly organized village cooperatives and the training of 
necessary staffs, this process would take time. Meanwhile, direct loans through 
the Department of Agriculture would have to be continued oji a more soundly 
administered basis. Development of a village banking structure would, of 
course, serve the needs of cottage industry, petty trade and personal loans, as 
well as those of agriculture itself. 

It would be difficult to overestimate the importance of the objectives here 
sought. The exceedingly high interest rates prevailing in the countryside not 
only drained the incomes of the borrowers and retarded the growth of village 
economic activity; they also served as a powerful magnet which attracted 
savings away from potential industrial investment. 

Because it was expected that the foreign exchange ]K)sition would be easy, 
recommendations with respect to foreign exchange and foreign trade policy 
were of a liberal nature. The economists, however, had here to deal with at 
least one novel situation. Whereas the foreign exchange position and outlook, 
as they saw it, permitted free or uncontrolled imports, the Government, be¬ 
cause of its desire to Rurmanize trade, had introduced an import licensing 
system. Most commodities were under an “open general license” permitting 
imports by anyone in any amount. However, a number of commodities were 
under special license, in the issue of which Burmese nationals were granted 
priority. This situation had already led to a number of undesirable conse¬ 
quences, including political favoritism in the issue of licenses, the emergence 
of a great many bogus traders whose sole business was the obtaining and sale 
of licenses, and the consequent forcing up of consumer prices to cover the 
price paid for the licenses. Further, inefficient administration by the licensing 
authorities resulted in poor timing of the license issue, and licenses issued were 
not always used. Consequently, supplies and prices tended to fluctuate ab¬ 
normally. 

If the consultants had been able to foresee the foreign exchange difficulties 
which were later to develop, the dangers which attended the Burmanization of 
trade policy could have been foreseen, and undoubtedly the issue would have 
been squarely faced. Since they anticipated an easy foreign exchange situation, 
however, the consultants were content at the time to recommend that if the 
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licensing system were continued for reasons of Burmanization policy, license 
issue should be so liberal as to approximate the conditions which would ob¬ 
tain in a free market. They also recommended, as a positive alternative to im¬ 
port licensing, that constructive steps be taken to aid Burmese traders in es¬ 
tablishing efficient contacts with foreign suppliers and efficient trading 
procedures, Burmanization policy, it was stressed, should not protect ineffi¬ 
ciency, and the Government should be fully aware of the costs as well as the 
advantages (in its view) of the policy. 

ORGANIZATION FOR COORDINATING 
THE PROGRAM 

The economic consultants viewed the central coordination of the program 
as divided into four closely related steps — planning, programing, implemen¬ 
tation, and progress reporting and expediting. The planning function em¬ 
braced not only the determination of development goals and plans for 
achieving them, but all major aspects of the nation’s economic activity and the 
formulation of appropriate central economic policies necessary to facilitate 
achievement of the planning objectives. The programing function centered 
on the annual programs which would adjust to changing circumstances and 
to modifications in the over-all plan. These closely related functions were to be 
vested in the Ministry of National Planning, which was to work in close co¬ 
operation with a strengthened Ministry of Finance and Revenue and with 
the operating ministries, departments, boards and corporations primarily 
responsible for the investment programs in their respective areas. The con¬ 
sultants particularly stressed the need to integrate the planning process with 
the annual budgeting process and to develop, with respect to the latter, a 
perspective of several years at least, which would take into account not only 
resource patterns but also the continuing financial claims of current spending 
authorizations. The implementation function involved responsibility for the 
final review and approval of programs and policies, the reconciliation of differ¬ 
ences between the Ministry of National Planning and the operating agencies, 
and the supervision and coordination of program execution. This function 
was vested in the Economic and Social Board, which had only recently been 
created for this purpose, pursuant to recommendations made in the Pre¬ 
liminary Report. Its members were the key economic ministers for Agricul¬ 
ture, Industry, Finance, Mines, Trade Development and National Planning, 
as well as the Chairman of the Central Bank and the Executive Secretary of 
the board itself. Its Chairman was the Prime Minister. While the Board was 
presumably junior to the Cabinet in decision-making authority, it constituted, 
in fact, a super-cabinet because its membership included, in addition to the 
Prime Minister, the three next most powerful Cabinet members — U Ba Swe, 
U Kyaw Nyein and Thakin Tin. The progress reporting function was in- 
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tended to keep track of progress in the execution of the development program, 
to anticipate and locale bottlenecks and to provide information which would 
enable the Economic and Social Board to take necessary corrective or expedit- 
ing action. 

U Hla Mating, the former Secretary for National Planning and for Finance 
and Revenue, had by this time surrendered those posts in order to become 
Executive Secretary to the Economic and Social Board. The Prime Minister 
had surrendered the National Planning portfolio on assuming the chairman¬ 
ship of the Economic and Social Board. The new Minister for National Plan¬ 
ning, U Win, had responsibility also for the ministries of Religious Affairs 
and Union Culture. He had, how^ever, accepted the Planning portfolio only 
on the understanding that the Prime Minister would in reality continue to 
function as Planning Minister, which proved to be the case. Thus, for some 
time, the ultimate responsibility for central coordination, both in planning 
and in implementation, was vested in one person, the Prime Minister. And 
since the Executive Secretary of the board was the former Planning Secretary, 
intensely interested in the planning function and close to the Prime Minister, 
there was a natural tendency for the planning function to be performed in¬ 
creasingly at the Economic and Social Board, rather than within the Planning 
Ministry. The fact that U Tin Pe, the new Secretary for National Planning, 
was relatively uninterested in the planning function and soon became in¬ 
volved in the bustle of program execution, facilitated this process. 

Meanwhile, with the completion of the Comprehensive Report, the two- 
year contract of the K.T.A. and its associated companies had lapsed. The 
Government had also renounced further U. S. technical assistance because of 
the K.M.T. issue.^® Robert R. Nathan Associates, the economic consultants, 
were now engaged separately by the Economic and Social Board, and Knap- 
pen Tippetts Abbett, the senior engineers, were retained by the Ministry of 
National Planning. In both cases the Government was now paying the con¬ 
sultants’ costs out of its own pocket, rather than with grant funds. While the 
Nathan staff was engaged by the Economic and Social Board, it was to serv¬ 
ice also the Ministry of National Planning, the members of the indigenous 
staff of which — the Central Statistical and Economics Department — were 
youthful and inexperienced. The Nathan group, therefore, were obliged to act 
not only as advisors but also as an economic staff to both the Planning Minis¬ 
try and the Economic and Social Board. Since interest and receptivity were 

19. After desultory attempts at raids across the Chinese border, during which they lived off 
the countryside, the Kuomintang troops gradually extended their area of occupation and depreda¬ 
tion within Burma, in some cases collaborating with native insurrectionists. The view is widely 
held in Burma that the K.M.T.’s, supplied in part by air drop from bases outside, were sustained 
with United States help. It was certainly believed that the United States, if it wished, could have 
prevailed upon Formosa to withdraw these troops. The voluntary termination of United States 
aid was considered a necessary moral preliminary to the charges Burma was shortly to present 
to the United Nations. 
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greatest at the Board, it was only natural that they should function chiefly 
through it rather than through the Ministry of National Planning. Later on, 
with U Hla Mating gone from the Board and an interested and dynamic new 
Secretary, U Mo Myit, at the Ministry of National Planning, this situation 
changed. Still later, when U Mo Myit assumed responsibility for both posts, 
it made little difference which “hat” the consultants wore. 

ADMINISTERING THE PROGRAM 

While the consultants felt reasonably confident that the central coordina¬ 
tion of the program would be adequately handled, they were quite concerned 
about the way in which the program would be administered. Their concern 
here was not only with the ministries, with the newly organized development 
corporations in the fields of agriculture, industry and mining and with the 
many other government boards which were responsible for a wide variety of 
economic activities, but also with the quality of the public service generally 
and with the impact of Government administration on the private and mixed 
sectors of the economy. They urged, consequently, a number of actions needed 
to improve the Government's administrative posture and performance. 

For the twenty-six ministries, certain obvious consolidations were suggested, 
as was the reorganization of internal structures within the ministries to clarify 
lines of responsibility and improve coordination and performance. “A num¬ 
ber of the ministries,” the Comprehensive Report stated, “seem rather to be 
organized in such a way as to foster undue deliberation, an excessive number 
of lateral clearances, delays and blurred responsibility and accountability. It 
has been stated that, in some instances, nobody seems to be clearly in charge 
of anything. The internal structure within each ministry should be one which 
encourages the orderly delegation of responsibility, prompt action and sharply 
focused accountability for results in specific areas of rcsponsibility.”^^^ 

As regards the development corporations, which had tremendously signifi¬ 
cant roles to play in the development program, the consultants urged that 
these be granted adequate autonomy for operations within the policy lines 
laid down by the Government, that the boards of directors of these corpora¬ 
tions provide adequate representation to non-government officials and dele¬ 
gate adequate authority and responsibilty to their managing directors, and 
that they avoid direct involvement in individual projects by creating appro¬ 
priate bodies which would be responsible for their implementation. If, for 
example, the Industrial Development Corporation wished to initiate a pulp 
and paper plant, it should set up an autonomous, businesslike, publicly owned 
corporation to do the job. If that was not feasible, it should make appropriate 
arrangements for a joint venture or insure in some other way that the project 
would be executed. It should not itself become engaged in direct operations, 

20. Ibid., p. 84. 
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but confine itself to the “initiation, financing and subsequent exercise of such 
controls as would be appropriate to any large owner of an enterprise, to insure 
that it was well managed and efficiently operated.” In this connection, the 
consultants warned that “If the development corporations go beyond the 
exercise of such functions, and extend themselves into the sphere of actual 
operations, they will become hopelessly bogged down in detail, and they will 
be unable to carry on their development activities on the scale and with the 
objectivity required for satisfactory performance.”^^ They also cautioned that 
the development corporations, though engaged in the initiation and guidance 
of new develo{)ment projects, should not neglect the equally important job of 
encouraging and fostering modernization and expansion by existing private 
enterprises. Their recommendations also covered the needs of the development 
corporations for funding powers, for adequate and capable staff, for effective 
internal organization and, finally, for an imaginative and dynamic approach 
to their respective tasks, unhampered by fears of petty criticism from higher 
authority. 

Even more important than the new development corporations in the total 
economic picture were the already existing state boards which dealt with the 
public. Such boards were responsible for rice and teak exports, for the large- 
scale importation of essential consumer goods, and for the operation of the 
basic utilities and public services — rail, water and air transport, the port of 
Rangoon and the generation and distribution of electric power. A number of 
boards had only recently been separately created to execute specific projects. 
These included the Paper Board, the Mingaladon Airport Board, the Brick 
and Tile Factory Board and the Cotton Spinning and Weaving Board. Other 
boards, such as the Cement Board, the Sugar Board and the Tariff Board, 
also existed for operational or regulatory purposes. The current revenues and 
expenditures of these boards, quite apart from their capital investment activi¬ 
ties, amounted to approximately K 200 crores per year in an economy whose 
gross domestic product was something less than K 500 crores.^'^ Clearly their 
efficient operation was essential to the achievement of economic development 
and growth. Here again the consultants urged the Government to take meas¬ 
ures to assure effective organization, management and operation, concluding, 
“The problem of the quality of management of existing and prospective state 
enterprises is cruciaL”^’"* 

Somewhat more generally, and with respect to the public administration as 
a whole, the consultants stressed and made specific recommendations for 
improved training, recruitment practices, conditions of work, and personnel 

21. Ibid., p. 85. 

22. This comparison of magnitudes is not intended to suggest that the contribution of the 
state boards to the gross domestic product even approached in magnitude their level of current 
operations. 

23. Ibid., p, 86. 
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and administrative management. Finally, they re-emphasized the various 
actions on the part of the Government needed to improve the scale and effi¬ 
ciency of economic activity in the private and mixed sectors of the economy. 
These included the provision of cheaper fuel and power, the improvement of 
transport and communications facilities, the development of natural resources, 
the fostering of low-cost and adcc[uate credit, the provision of research and 
technical assistance, the elimination of unnecessary restrictions on business 
activity, the more expeditious treatment of business in regulatory matters, the 
provision of incentives to investment, the inauguration of training programs 
and, above all, the creation of an atmosphere of security and confidence. The 
consultants also called on the Government to clarify earlier statements of pol¬ 
icy vis-a-vis the private sector: 

If the Ciovernment makes clear that it is not, in principle, hostile to private 
economic activity in spheres wiiich Government has not reserved to itself, and if it 
indicates further that it welcomes the contributions which private economic 
activity can in the non-reserved sectors make to the economic development of the 
country . . . , it may be anticipated with conlidencc that private economic activity 
will increase in volume and in efficiency. If so, it will contribute in major degree 
toward tlie realization of economic development goals.^'* 

MANNING THE PROGRAM 

The problem of manning the program was one of specialized manpower. 
There was an abundant labor supply, and a small nucleus of skilled workers. 
Literacy was relatively widespread and increasing. The experience of large 
employers of labor indicated that the Burmese national was adept at assimi¬ 
lating modern industrial skills. The over-all situation, therefore, was one of a 
relatively undeveloped force which [)ossesscd a potential for rapid upgrading. 
ITe development program, however, would generate needs for specialized 
types of manpower cither non-existent or very scarce in Burma. These in¬ 
cluded many kinds of professional workers, technicians, skilled workers, man¬ 
agers and administrators. It was the lack of specialized personnel of this kind 
which constituted in the consultants’ opinion “the critical manpower factor 
and the greatest obstacle to the development program. . . . Unless the needs 
for such persons are appreciated in their full significance, and unless adecjuate 
steps are taken to assure their availability in time, the fulfillment of the 
development program itself wdthin the time contemplated will not be fea- 
sible.”-^ 

Estimates were made of requirements for specialized manpower. These 
were prepared to show separately requirements for the planned public projects 
and for the economy as a whole. (See Table 14.) 

24. Ibid,, p. 91. 

25. Ibid., p. 94. 



Table 14 

Requirements for New Skilled Manpower, by Type of Worker, 1953-1959 (Cumulative)^ 
Type of Worker 1953-54 J 954-55 1955-56 1956-57 1957-58 1958-59 
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Table 14 (Continued) 
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13 2 The EighuYear Development Program 

Requirements for the planned public program were calculated by the 
K.T.A. engineers, on the basis of the total planned })rojccts ])rograin rcconi' 
mended. 11ie figures for the economy as a whole incorporated these estimates 
and added to them estimates of the specialized workers needed in relation to 
the additional investment output anticipated. The broader manpower esti¬ 
mates were thus less reliable than those for the planned projects only. 

Although the skilled-manpower requirements as estimated for the planned 
projects showed an increase over the program period — from more than 6,000 
such workers needed in 1953-54 to more than 13,000 workers by 1959-60 — 
the greatest numerical deficiencies were for more easily trained workers, such 
as artisans, machine operators and drivers. Deficiencies of really key personnel 

— the managerial and supervisory, professional and sub-professional workers 

— ran from approximately 2,000 in 1953-54 to less than 4,000 in 1959-60. 
Similarly, while the total of skilled manpower needed for the entire develop¬ 
ment jirogram was indicated as growing from some 13,000 in 1953-54 more 
than 32,000 in 1959-60, the total estimated to be recjuircd in the three key 
categories rose only from a little over 3,000 in 1953-54 to roughly 6,000 in 
1959-60. If the needs for sub-professional workers are eliminated from the 
internal totals just calculated, as presenting no particularly difficult training- 
problems, the needs for managerial, supervisory and professional personnel 
for the economy as a whole were indicated as increasing from some 1,400 in 
1953-54 ^han 3,000 in i95(/-6o. Assuming that the estimates even crudely 
approximated the prospective situation, and granted the importance of such 
deficiencies, the magnitude of the problem posed was not insuperable, given 
a will to come to grips with it. 

To deal with this problem, the consultants recommended a comprehensive 
approach which included expanded university and other higher-level training 
programs within Burma, an expanded program of foreign study for c|ua]ified 
Burmese, the hiring for some years to come of professional and technical per¬ 
sonnel abroad, and a number of training programs at the sub-professional, 
artisan and skilled-worker levels. Coordination of training authorities and 
activities was recommended, as was a special emphasis on the training of 
qualified instructors for vocational training and the development of in- 
service training in the various Government organizations. It was also urged 
that the Government establish a commission to evolve a fully comprehensive 
and integrated technical training program. 

The economic consultants gave consideration also to more general prob¬ 
lems of increasing labor productivity on the job, but gave special attention to 
the need for able management. After commenting on the importance of man¬ 
agement, they stressed the broadness of its nature and the kinds of judgment 
and experience involved. In this connection they observed that “the experience 
of colonial Burma with respect to management could easily be misleading. In 
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colonial Burma large-scale mining and trading enterprises were managed by 
resident stafT who were primarily operational in character. Policy manage¬ 
ment, while invisible, was provided by the home office [in the U. K.] and by 
directorates of these corporations. In contrast to these arrangements, manage¬ 
ment in Burma will now be required to assume much broader rcsporisibili- 
tics.’'^’^' 

Citing recent development in the Phili]>pincs, Ceylon and Turkey, the Com¬ 
prehensive Report highlighted the lessons to be learned from these countries, 
whose experiences confirmed broadly many of the points the consultants had 
already made. The report then suggested a number of possible solutions to 
the management problem. “Perhaps the most important of the lessons which 
this cx[)crience has provided is that adequate authority must be granted to 
personnel charged with managerial responsibilities.””^ Attention was focused 
on the new development corporations in terms of their priority requirements 
for able management. Finally, the various arrangements under which foreign 
managerial assistance could be obtaiiwd were examined and appraised. Of all 
the possibilities, the consultants were of the view that in the case of larger 
and more complex enterprises undertaken by the Government, a joint venture 
with a private firm was the most desirable. If such an arrangement was not 
feasible, the consultants advised that management contracts with foreign 
companies would probably be the most effective alternative. 

2 (). I bid., p. 112. 

27. Ibid., p. 115. 



CHAPTER 9 


The K.T.A. Comprehensive 
Report: The Sector Programs 


The remainder of the Comprehensive Report was devoted to the major 
sectors of the economy — agriculture and irrigation, transportation, telecom¬ 
munications, power and industry (including forest and mineral industry). In 
each case the existing position was analyzed in com{)arison with the pre-war, 
potentials were appraised, and a recommended program was presented which 
included specific projects, policies, institutional changes and changes in exist¬ 
ing government administrative organizations, where these were considcied to 
be required. The projects and programs recommended for these areas came 
to a total of K 352.5 crores, distributed as shown in Table 15. In a number of 
cases, however, parts of the recommended program extended into the years 
beyond 1959-60. For the program period ending in 1959-60, the recommenda¬ 
tions involved an outlay of some K 300 crores. This was the figure used in the 
earlier discussion of investment goals to establish that part of the total public 
.spending which would be planned at the outset. 

It will be noted that the planned projects concentrated most heavily on the 
transportation and communications field, which accounted for fully half of 
the total. Within this category, the highways were allocated the largest share, 
followed by the ports and waterways. Power development, with 27 per cent 
of the total, was next in value, followed by irrigation, indu.stry and mining, in 
that order. Other than irrigation projects, no agricultural projects were pro¬ 
posed as such by the K.T.A. engineers in their summary list of recommended 
projects. This was partly because agriculture had not been included in their 
original terms of reference. Other reasons were that a fertilizer plant and vari¬ 
ous forestry projects were included under manufacturing industry, that some 
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Table 15 

K.T.A.-Planned Projlct FIxprnditures by Sector 



K Crorcs 

Per Cent 

Total 

352.5“ 

100.0 

Irrigation 

^5.1 

12.8 

Mining 

II.5 

3 *^ 

Industry 

23.0 

6.5 

'J’ransport and communication 

176.6 

50.0 

Railways 

27.3 

7.7 

Ports and wan tways 

56.8 

16.1 

Highways 

82.0 

23.3 

Airways 

7-5 

2.1 

'rdccommunications 

3-0 

•9 

Power 

96.3 

27-3 


Sottrcc: K/I'.A. Coinprc licnsivc Report, p. 8.^0. 

a. Some of thcit' costs ran beyond 1950 60, The total for the period ending 1959-60 is K 300 


of the power projects recommended would be mulii'purposc projects of bene¬ 
fit to agriculture, and that a number of the important recommendations made 
with respect to agriculture involved annual outlays of a current budgetary or 
turnover kind (as in the case of expanded agricultural extension services or 
the use of improved seeds) rather than capital projects. The principal reason, 
however, was that the biggest single job which needed to be done in the agri¬ 
cultural field — the restoration of some 2.5 million acres of paddy land which 
had reverted to jungle — was dependent primarily on the restoration of civil 
order in the countryside, rather than on a program of capital investment. 

Since health, education, housing and the social welfare area generally had 
also been excluded from the K.T.A. terms of reference, and since the Govern¬ 
ment had already formulated and adopted plans for these areas at the Pyi- 
dawtha Conference, the consultants offered no recommendations for them. 

AGRICULTURE 

Of all the sector discussions and programs, that for agriculture was unique 
in that it was the only one which was prepared jointly by the economic and 
engineering consultants. It reflected, not unnaturally, divergent approaches 
and points of view. The economists were more concerned to pursue problems 
of land tenure, marketing, price policy, cooperatives, credit, extension, re¬ 
search, land nationalization and the existing Government organization for 
administering the program. Their basic approach to the question of increased 
production and yields was through an expanded and developed extension 
service, research, experimental and demonstration farms, the use of approved 
seeds, better manuring practices, insect and pest control, improved credit 
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facilities, improved storage and marketing practices, etc. The engineers ap¬ 
proach concentrated on big irrigation projects, the use of chemical fertilizer 
and mechanization. Their calculation was that an annual input of some K () 
crorcs towards a more intensified agriculture would yield an annual incre¬ 
ment of some K 15 crorcs in excess of these costs. 

These rather sharply divergent approaches had implications which went 
beyond methodology. Within the context of the land nationalization program 
adopted by the Government, a mechanization program, quite apart from its 
other merits or demerits, could be carried through only if it was accompanied 
by the consolidation of small farming units into cooperative or collective 
farms. Proposals for rapid mechanization would therefore lend themselves to 
the purposes of those who desired to promote the rapid socialization of Bur¬ 
mese agriculture — an outcome which would probably have horrified the 
politically conservative engineers. As the economists saw it, there were many 
other reasons why a program of rapid mechanization would not have made 
very good sense at that time. These included the low cost of labor, inexperi¬ 
ence in equipment use, problems of machinery maintenance and repair, the 
investment needed to level out and join small farms, and probable farmer 
resistance to such a change. The recommendations presented to the Govern¬ 
ment represented a not altogether satisfactory reconciliation of these divergent 
views. Since the core of the program for agriculture was the five-year program 
for expanded production already adopted by the Pyidawtha Conference, and 
since the consultants were in accord with this program, it was taken as a 
point of departure for their comments. 

Fully 2.5 million acres of paddy land had reverted to jungle during the war 
and insurrection. At the then prevailing yields of about 1,200 pounds per acre, 
this represented about 1.5 million tons of paddy or i.i million tons of rice, all 
of which was lost from the export surplus until a reasonable degree of security 
could be established. In the areas where these lands were located the culti¬ 
vators would not venture forth to clear the brush and bring the fields back into 
cultivation. Insecurity also resulted in lesser yields on some of the land still 
under cultivation, because the cultivators would not put in a full quota of 
work on those lands which lay furthest from their villages. During the height 
of the plowing, transplanting and harvesting seasons, the cultivators were 
accustomed to camp out in their fields at night and work from daybreak to 
nightfall, but now they were afraid to do so. By leaving their villages only at 
daybreak by slow oxcart and returning to them before nightfall, they lost 
much valuable working time. Finally, in many cases insecurity was influential 
in reducing the amount of necessary maintenance work done on the bunds 
and dikes which retained water or prevented flooding of the fields.^ 

I. Insecurity was not the only influence here. Before the war, the maintenance of dikes and 
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While yields were pathetically low and improved farming practices could, 
over a period of time, make a tremendous contribution to increased output, it 
was clear that the largest and quickest advance toward that end could be made 
on the security front. The reclamation of paddy land front jungle would in¬ 
deed require some capital outlay, primarily for brush clearance. But these 
costs would range only from K 10 to K ^0 ($2.10 to f6.:^o) per acre, and would 
be a one-time, short-run and not heavy capital expenditure. Unless it was 
subsidized, it would be private, not public, investment. More than 600,000 
acres had been brought hack into paddy cultivation in 1952-5^, when the 
Government paid a subsidy of K 10 per acre for reclaimed land. How much of 
this increase resulted from payment of the subsidy, and how much would 
have occurred in any case solely because of the improvement in security con¬ 
ditions, could not be determined. 

The land nationalization program about to be carried out by the Cjovcrn- 
ment gave much cause for concern, ejuite apart from the Government’s idea 
that the resumption and distribution of land should be only a ])reliminary to 
the collectivization of farming. The determination to confiscate all agricul¬ 
tural land holdings except those up to 50 acres, provided the entire 50 acres 
were worked by the owner and his family, and to take up similarly all hold¬ 
ings in excess of one-yokc-sized farms (roughly 10 acres) if the excess was not 
operated by the owner, had at least two serious disadvantages. In the first 
place, there was simply not enough land to go around. Many owners, in 
order to retain possession, would begin to work land themselves, thereby 
forcing tenants oil the land and making landless laborers of them. Under 
existing conditions of tenure, this was ex[)ccted to be a major problem in 
Ufiper Burma. The other deficiency was that the arbitrary limitation on the 
maximum size of holdings would in a number of cases lessen possibilities for 
long-run development of eflicient mechanized production by owner-operators. 
Further, in no case would tenants be permitted to work a farm larger than 
ten acres. In many areas, such a farm would be below the minimum size 
required to siqiport a family at existing levels of productivity. The econ¬ 
omists therefore recommended that the initial land distribution be limited to 
cases of absentee ownership only. This would minimize changes in the man¬ 
agement unit and concentrate primarily on changes in land holding rights. 

Recommendations made with respect to short- and longer-term agricultural 
credit, agricultural taxation, marketing, domestic farm price policy, coopera¬ 
tives, farming methods, research, extension, Government organization, etc., 


Ininds liad been the responsibility of the landlord. Foreign landowners had alreatly fled the coun¬ 
try, and many domestic but absentee landlc»rds were unable to collect their rents, hence they no 
longer performed this maintenance work. Tenants were not disposed to do the work at their own 
expense, so long as questions of tenure and ownership remained unresolved. 
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were far loo numerous and detailed to mention here. The conclusions with 
respect to the State Agricultural Marketing Board, however, require some 
comment at this point. 

Approximately two thirds of all rice exports were at that time being sold 
by the S.A.M.B. on a government-tO'govcrnmcnt contract basis. Prices had 
risen from /5() sterling per ion in the early part of 1952 to P^r ton in 
the second half of that year, and lo £()0 per ton in 1953. The one third of the 
surplus which was being sold through private traders (acting generally as 
agents for foreign buyers or governments) was being sold at prices substan^ 
tially higher than the government-to-government prices. The consultants 
emphasized that while rice export prices could be counted upon lo remain 
relatively favorable, they had undoubtedly reached their peak and could be 
expected to decline at least moderately from that point on. Emphasis should 
therefore be placed, they recommended, on concluding sales for successive 
new crop surpluses as early as possible, and on continuous and determined 
efforts to im}')rovc the cjuality of rice produced. They recommended also that 
the Government seek to conclude long-term contracts with its major buyers 
to {)rotcct itself against prospective price declines. The Government accepted 
this recommendation and concluded several large-scale long-term agreements, 
notably with Ceylon and Japan. 

One other aspect of the drive for increased output is of interest here. This 
concerns the use of chemical fertilizer in the production of ])addy. Under the 
Government’s fixed buying price for paddy, the cultivator got a maximum of 
K 280 per 100 baskets of approximately 46 lbs. each, or approximately K 140 
per long ton of paddy. At an equivalent of less than $:;o per ton for his 
product, the increased yields which he could expect from using chemical 
fertilizer would fall considerably short of his added cost. At the same time, 
the price the Government was getting for the milled rice in export was so 
far in excess of the price received by the cultivator that the cost of fertilizer 
would be well repaid from the point of view of the economy as a whole. What 
was required to stimulate the use of fertilizer was either an increase in the 
Government’s paddy buying price or a subsidy which would bring the cost of 
fertilizer within the cultivator’s reach. The latter alternative was recom¬ 
mended. 

IRRIGATION 

The irrigation program recommended by the consulting engineers called 
for four projects, two of which — the Mu River Project and the Yamethin 
District Project — were major. It aimed at increasing the gross acreage ir¬ 
rigated by nearly 1.7 million acres at an estimated total cost of K 45 crorcs 
($94.5 million), as shown in the tabulation which follows. 
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Gross Acres 

Estimated 

Indicated 

Ratio 

Annual 


( Thousands 

Total Cost 

Penefits 

Project 

of Acres) 

( Crores) 

to Costs 

Total 

1,675.0 

45.0 


Mu River 

999.4 

17-5 

15.5:1 

Yanicthin District 

609.5 

26.1 

2.2:1 

Loikaw Area 

50.5 

•7 

3.1:1 

Kandaw Village 

15.6 

•7 

1.5:1 


The recommendations called also for a reorganization of the Irrigation 
Department. 

ELECTRIC POWER 

llic electric power program was quite ambitious. It proposed a number of 
hydroelectric projects (including one in ajisociation with the Mu River Irriga¬ 
tion Project); the installation of diesel-powered small generating plants in 
some thirty-six towns; and a network or grid of transmission lines which 
would initially coiinect the diesel stations and which would later serve U> 
distribute hydroelectric generated power. The estimated total cost of the 
projects recommended was K 96.3 crores ($202 million), distributed as fol- 


Project 

Estimated Cost 
{K Crores) 

Pegu 

18.9 

Panglaung 

15.6 

Saingdin Falls 

15-5 

Myingyaii steam plant 

9.2 

Mu River 

6.7 

Lampha Chaung 

5-2 

Ball! Chaung 

2.T 

Kalewa steam plant 

•4 

Diesel plants (36 towns) 


Transmission lines 

9.6 


The electric power program was closely related to the industrial program 
to be described later, which envisaged the development of three industrial 
centers, one at Rangoon, one at Akyab in the Arakan District and one center¬ 
ing around Myiiigyan in the Dry Zone. 

The Saingdin Falls hydroelectric project, with a 40,000 KW capacity, was 
intended to supply the power needed by the Akyab industrial complex, while 
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the Myingyan steam plant, with a 30,000 KW capacity, was to be the core of 
the proposed industrial complex of the same name. The Pegu hydroelectric 
plant, with a ^0,000 KW capacity, was intended to provide supplementary 
power for the Rangoon industrial complex. 

iTe dicselization scheme for thirty-six towns did not originate with the 
consulting engineers. It had been developed at the Electricity Supply Board 
and had a powerful political motivation. U Kyaw Nyein, the Minister for 
Industries and at that time perhaps the chief political strategist of the 
A.F.P.F.L., was already looking forward to the next general elections in J956. 
The early introduction of low-cost electric power in these towns and its 
distribution to the surrounding villages would be very helpful in marshaling 
the rural vote. Since the diesel generators could ])rcsumably be installed and 
operating by the time of the elections, whereas the hydroelectric stations could 
not, this consideration weighed powerfully in the decision to go ahead with 
them. Another consideration was that once hydroelectric power came onto the 
distribution lines, these small diesel generating stations would either be placed 
on a stand-by basis or else moved to towns not reached by the transmission 
grid. While it is highly doubtful that the engineers would themselves have 
proposed this plan, it had suflicient rationale for them to accept it and in¬ 
corporate it into their own program. 

What the consulting engineers’ plan did not include, and what subsequently 
became an important factor in the total electric power plan, was the scheme 
of the Rangoon Electricity Supply Board — by now nationalized and made 
an organizational subsidiary to the Electricity Supply Board — for modern¬ 
ization and expansion of its owni thermal electricity generating facilities in 
Rangoon. 

TRANSPORTATION AND COMMUNICATIONS 

The chief expenditure components of the recommended transportation and 
communications program are shown in Table t6. 

Within the railways program, the civil engineering works component in¬ 
cluded, most importantly, rail renewals, track restorations and improvements 
and major bridge repairs. The mechanical works and rolling stock category 
included solely freight and passenger cars, locomotives and parts. 

Within ports and waterways, the next major category, the program for the 
port of Rangoon called chiefly for the reconstruction of wharves and docks, 
with a substantial outlay for additional flotilla as well. The Shipping Board 
program merely made budgetary provision for four vessels which the newly 
established Shipping Board had already placed on order, two for the coastal 
trade and two for the coal-rice trade with India. The sizable inland water¬ 
ways program provided chiefly for flotilla for general passenger and cargo 
traffic, and also for specialized flotilla and related facilities for the coal and 
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Table 16 

K.T.A.-Planned Expenditures for Transportation and Communications 

(A' Crores) 


Railroads 

27.3 

Civil engineering works 

17.6 

Mechanical works and rolling stock 

6.3 

Diesel locomotives 

2.4 

Other 

1,0 

Ports and waterways 

56.8 

Port of Rangoon 

27.1 

Our ports 

2.0 

Shipping Board 

5.0 

Inland waterways 

22.7 

Airways 

7.5 

Airport improvements 

6.1 

Aircraft 

1.4 

Highways 

81.9 

Rehabilitation—major roads 

27.0 

Rehabilitation—district roads 

28.7 

Farin-to-market roads 

20.0 

Special-access roads 

5.0 

General 

1.2 

T cl ecom m u n ications 

3.0 

Rangoon automatic 

1.4 

Other 

1.6 


petroleum trades. The coal haul was new, and dependent on the proposed 
development of the Kalewa coal fields. The petroleum haul was designed to 
substitute for the traffic previously carried by the now damaged pipeline, the 
repair of which was not considered feasible because of its vulnerability to 
continued damage by the insurgents. 

The airways program was designed chiefly to effect necessary airport im- 
provements and for the eventual replacement of the domestic airways 

fleet. 

The very sizable highways program contemplated major rehabilitation and 
reconstruction of the main trunk and district roads, improvement and con¬ 
struction on a fairly large scale of farm-to-market roads, and the construction 
of a few special-access roads in connection with projects contemplated in 
other sectors. 

The modest provision for telecommunications contained one major project 
only, namely, the installation of an automatic dial telephone system in Ran¬ 
goon. The remaining allotment covered a number of proposed minor outlays 
including the use of microwave equipment to effect inter-town telephone 
communications. 

The program as a whole was almost exclusively one of rehabilitation and 
reconstruction. In a number of cases the job would of course permit a certain 
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amount, of rcf^lanning and upgrading — diesel locomotives would replace old 
steam locomotives, a dial telephone system in Rangoon would replace out¬ 
moded facilities, and so on. It remained, however, essentially a job of repair 
and replacement, and was for the most part built around the rehabilitation 
programs already pre})ared by the Burmese C^overnrnent’s operating agencies 
in the several transportation and communications fields. 

The recommendations of the consultants went, however, far beyond the 
investment programs described above. They examined also questions of the 
organization and operation of the (Government agencies concerned, problems 
of personnel, training, accounting, traffic codes, methods and a host of other 
operating questions and policies, and offered recommendations with respect to 
all of them. 

MINERALS 

The action program recommended by the mining consultants took into 
account the fact that the three most important single projects necessary to the 
rehabilitation of the mining industry would be carried out by private firms, 
either alone or in joint venture with the Government. These jirojccts were the 
Bawd win Mines operated by the Burma Corporation, which produced chiefly 
lead, zinc and silver, the Mawchi Mines, in territory still controlled at that 
time by the insurgents, which was the big tin-tungsten producer, and the oil 
fields at Chauk operated by the Burmah Oil Company. For immediate 
action by the CGovcrnment, the consultants recommended the dcvelojiment of 
the Kalewa coal deposits and the establishment of a zinc smelter and refinery 
at Myingyan, at the following costs: 


K Crores 


Total 11.5 

Kalewa coal project 7.3 

Myingyan zinc project 3.7 

Lough Kcng zinc development .5 


The Kalewa coal project called for the annual production of more than 
700,000 tons of run-of-mine coal to be converted into some 415,000 tons of 
marketable coal and briquets, whose chief users, it was anticipated, would be 
the Burma Railways, industries and the Rangoon thermal electricity gen¬ 
erating plant. The zinc smelter and refinery would form, it was thought, part 
of the proposed industrial complex at Myingyan. They were conditional on 
the Kalewa coal development, since they would depend on cheap coal from 
Kalewa to generate electric power. The zinc ores would be supplied as con¬ 
centrates from the Bawdwin Mines and as ore from the Lough Keng depos¬ 
its, whose development was also proposed. 
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The consultants also recommended further exploration and studies of other 
projects, the organization and administration of the Mines and Geological 
departments, the organization and operation of the newly established Mineral 
Resources Develo})ment (corporation and changes in existing mining laws, 
taxation and development [policies in the minerals Held. In addition they re¬ 
called earlier recommendations that the Minerals Resources Development 
(>)rporation be relatively autonomous, that it operate as a private enterprise 
and that its executive head possess some technical knowledge and wide busi¬ 
ness experience. “Unless these recommendations are implemented,” they 
stressed, “achievement of the (corjioration’s objectives will be greatly prej¬ 
udiced.”^ The occasion for this reiterated caution was that the M.R.D.C., 
though recently established, had already afforded ample evidence that these 
recommendations were being disregarded. 

MANUFACTURING INDUSTRY 

Manufacturing industry, together with irrigation and electric power, pre¬ 
sented an opportunity to do something new. Whereas other sectors called 
primarily for reconstruction and rehabilitation, the (.Tovernment attributed, as 
we have seen, great importance to manufacturing, which symbolized to the 
leaders the new Burma they desired to build, and which, they thought, held 
out the greatest hope for higher levels of living and welfare. Moreover, U 
Kyaw Nycin, the then Minister of Industries, was not only one of the out¬ 
standing socialist and political leaders but also a highly imaginative and 
dynamic individual. U Hla Mating, in 1952 still the Secretary to the Ministry 
of National Planning, had urged the consulting engineers to do an intensive 
job in the manufacturing sector and had authorized them to bring out more 
staff to work on this sector than on any other. 

The greatest singde need was of course the modernization and improvement 
of the nation’s rice mills. India, Burma’s largest single rice customer, had al¬ 
ways been a purchaser of low-grade rice. This had contributed to the lack of 
emphasis on rice-mill improvement in the past. Now, however, India was 
purchasing less than historic quantities, and this loss could be compensated for 
in other markets only through better quality. Besides, the lack of [)ropcr 
grading equipment caused much rice of superior grades to be mixed and sold 
with poorer grades, and at lower prices. The consultants had taken note of 
this problem and had supported the many recommendations made for im¬ 
provement of the rice-milling industry by a T.C.A. consultant. The rice mills, 
however, were privately owned, and any program of modernization and im¬ 
provement could be carried out only by the millers thenrisselves, with such in¬ 
centives, guidance and aid as the Government might provide. Unfortunately, 
the Government’s generally hostile attitude toward private business, its an- 

2. K.T.A. Comprehensive Report, Vol. II, p. 684. 
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nounced general policy to socialize the means of production after an interim 
period of indefinite duration, and its known intentions to nationalize rice 
mills and turn them over to the cooperatives, effectively paralyzed any desire 
which the millers might have had to make additional investments in their 
mills. I’he unrealistic price schedules established by the S.A.M.B. for the mill¬ 
ing of various grades of rice on S.A.M.B. account also contributed importantly 
to this result. This explains why the K.T.A. program for Government invest¬ 
ment did not include a s])ecific rice-mill improvement j)rojcct. 

The engineers’ approach was first to consider what industries could be 
developed on the basis of the raw materials available in Burma, taking into 
account the jilanned fuel, power and other developments proposed, and to 
cull these on the basis of the domestic market for their products. They then 
considered the interrelations of this range of feasible industries in terms of 
geographic location and of time-phasing. Out of this process there first 
emerged a group of forty-five indtistrics in three clusters — twenty-eight in 
the Rangoon district, ten in the Myingyan district and seven in the Akyab 
area. Of these, the engineers recommended initially the following group of 
basic industries, which contained a heavy emphasis on construction materials, 
for Phase I implementation during the program period ending in 1959-1960: 

K Crores 


Total 22.9 

Fertilizer factory 7.0 

Bamboo pulp and paper mill 5.9 

Steel products plant 4.2 

Integrated forest industries 

(sawmill and wallboard, plywood. 

Joinery and furniture plants) 1.7 

Sulfuric acid plant 1,5 

Jute bag and twine mill .7 

Cement mill expansion .6 

Rice bran oil plant .4 

Asbestos-cement-plant .2 

Others .7 


On its face, the recommended program seemed reasonable. Chemical ferti¬ 
lizer was certainly needed and would make a substantial contribution to agri¬ 
cultural production. The suitability of bamboo for the manufacture of pulp) 
and paper had been proven in similar mills in India and Pakistan, and the 
growing domestic market was adequate to support a mill of economic size. 
Sulfuric acid was needed in many industrial processes. The Government rice 
export monopoly could alone utilize a far larger output of jute bags and twine 
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than would be possible in the recommended mill, and experiment had demon¬ 
strated that jute could be grown economically in Burma. Domestic cement 
production was not adequate to meet the already existing requirements. Inte¬ 
grated forest industries would be based on Burma’s huge timber supplies, and 
would utilize sawmill waste as well. Rice bran oil would substitute for im¬ 
ported vegetable oils. Only the 2(),ooo-ton-per-ycar steel-products plant would 
appear to raise serious doubts. And the engineering consultants included this 
project only because of virtual insistence by the Government. 

There were, however, other weaknesses in the program. The proposal for 
a fertilizer factory called for the annual production of some 4^,000 tons of 
ammonia and 157,000 tons of superphosphates. But there had not been enough 
research and experimentation in Burma to establish precisely which fertilizers 
would be most cfTective, and so little was used that years of [)atient education 
of farmers would be rec]uired before a sizable demand existed. The proposal 
for an integrated forest industry which would process Burmese timbers and 
utilize existing waste products could at that time serve only to divert the 
attention and energies of the limited number of key officials in the forestry 
field from the far more important task of restoring pre-war levels of teak out¬ 
put and exports. 

A far more serious weakness was the fact that while the f)rogram attempted 
to give due weight to questions of economic and technical feasibility, it was 
seemingly unaware of the grave problems which any program for manu¬ 
facturing industry would involve if the industries concerned were to be state 
owned and operated. As the engineers saw it, the j)lants would be planned, 
designed and built by foreign firms who would hand over a completed “turn¬ 
key” job to the Government and provide personnel to train workers and 
supervise production during the break-in period. The subsequent problems 
they saw primarily as production problems which could be solved by hiring 
foreign technicians and production supervisors for as long as would be re¬ 
quired to train Burmese personnel. 

This view oversimplified the problem on two counts. It assumed that the 
laborious machinery of the Government administration could function with 
reasonable promptness in matters of supervision, direction and policy. More 
importantly, it lacked awareness of the serious difficulties involved in the 
determination of policy for such enterprises, particularly when these were 
monopolistic in nature. Even in an advanced industrial society with a highly 
capable and even sophisticated civil service, the operation of state-owned enter¬ 
prises would raise many problems of price, wage, profit, tariff, tax, labor rela¬ 
tions and other policies which would be extremely difficult to solve. In the 
Burmese setting these problems would be aggravated by the more funda¬ 
mental problem of administrative efficiency. In combination, these problems 
should have raised grave doubts as to whether the Government should venture 
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into the field of manufacturing industry at all, no matter how desirable on 
other grounds particular industries might have appeared to be. 

In considering the problems of management which would be encountered, 
the economic consultants had been careful to point out that questions much 
broader than those concerned only with production would be involved. They 
had advised that the broad problem of management could perhaps best be 
solved in joint venture with private enterprise. This was one of the points at 
which the integration between the work of the economists and that of the 
engineers broke down. 

SALIENT CHARACTERISTICS OE 
THE K.T.A. PROGRAM 

Stressing increased production rather than increased equalization of income 
as the necessary key objective of Burma's development efforts, the K.T.A. 
program proposed an increase in national output of nearly 90 per cent in the 
eight and one half years ending in i959-()o. Ambitious though it was with 
rCvSpect to the levels of output prevailing at the time, the major objective cer¬ 
tainly appeared to be feasible in relation to the levels of oui}>ut achieved in 
1938-39. The investment requirements for the economy as a whole were based 
on the income increases sought rather than on an initial calculation of resource 
availability. The feasibility of financing the program was, however, tested in 
relation to both the foreign exchange and the domestic finance positions and 
outlook. Within this broad economic framework, and on the basis of explicit 
assumptions with respect to restoration of internal security and the steps 
which would be taken to ensure effective implementation and to solve prob¬ 
lems of specialized manpower, the K.T.A. Report pro})osed specific programs 
for the productive sectors of the economy. The investment required for its 
planned program comprised less than three sevenths of the total net capital 
formation proposed. I'hc economics of the program thus left ample n^om for 
additional public investment both of a productive and of a social nature, and 
for private investment as well. In this respect it was at the same time compre¬ 
hensive and flexible. In terms of basic policy, it emphasized strongly the im¬ 
portance of private investment and of Government action to encourage and 
facilitate such investment. 

Basically the K.T.A. Report did three things. It offered a comprehensive 
plan; it suggested a number of the components in such a plan, implicitly em¬ 
bracing within its own investment schedules the health, education, housing 
and welfare programs already adopted by the Government, and those which 
would be carried out by the private sector; and it tried to antici])aie problems 
of central economic policy, cfx>rdination, supervision, administration, special¬ 
ized manpower and management, and indicated how they might be solved. 
Similarly, it tried to anticipate specific operational problems which would 
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arise in implementing the sector |)rograms and indicated how these, too, 
should be dealt with. It thus provided the broad targets, a comprehensive 
statement of what should be dcjiie and a guide to how to do it. 

GOVERNMENT INFLUENCE ON 
THE K.T.A. PRC 3 GRAM 

Since the K.T.A.’s terms of reference called for the consultants to serve in a 
technical advisory capacity to the Government, and since in any event it 
would have been only natural lor the (iovertunent to attempt to influence 
them in the formulation of the program, it may be appropriate to consider at 
this point the degree to which such governmental influence was in fact 
exerted. The Government’s general policy of socialization was of course 
pervasive, and provided the context within which the consultants had to 
work. So far as the basic economic framework and analyses were concerned, 
there was no attempt whatsoever by the (lovernment to influence the con¬ 
clusions reached or the recommendations made. The Government’s influence 
was, however, felt in three particulars — the Ikirmanization of trade policy 
already discussed, the land nationalization program and the composition of 
the manufacturing industries program. 

The consultants would undoubtedly have taken sharjKT issue with the land 
nationalization program then proposed had they not been cautioned that a 
sharp criticism of this policy and plan would be regarded as indicative of a 
lack of sympathy with the Government’s objectives and pf)licies, and that this 
in turn would inevitably color the Ciovernment’s reactions to other elements 
in the consultants’ report. As to the manufacturing industry program, it has 
already been mentioned that the recommendation for a small steel mill was 
made only on the Giovernment’s insistence. TTe (Jovernment had also indicated 
its own very favorable views concerning the establishment of a hydroelectric 
power plant and a mill for bamboo pulp a.nd paper in the Arakan district, and 
concerning the proposal previously made by the U. N. technicians for an inte¬ 
grated forest industry. These expressions were certainly influential in the 
priority treatment accorded these projects by the engineering consultants. 
Finally, although the consultants did not include a project for a pharmaceuti¬ 
cals plant in their summary list of initially recommended manufacturing in¬ 
dustry projects, the determination had already been made at a very high 
political level to go ahead with such a plant, and the text of the consultants’ 
report was amended to include such a plan among the group of projects ini¬ 
tially to be implemented. 

Nevertheless, it may be said that the Government of Burma exercised an 
unusual and even admirable degree of restraint in permitting the consultants 
to arrive at their own findings and recommendations, with only a minimal 
degree of interference or pressure on the part of their sovereign client. 
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FURTHER CHANGES IN THE ECONOMIC 
DEVELOPMENT PROGRAM 

The fourth step in the formulation of the comprehensive economic develop¬ 
ment program, as has already been indicated, was not a distinct process. It 
occurred during the implementation process over the years, and consisted in 
changes made in the scale and composition of the program as the changing 
resource picture imposed limitations on the program’s size, as modified think¬ 
ing or changing circumstances caused deletions and substitutions and as or¬ 
ganizational weaknesses smothered certain programs at their birth. Tliis part 
of the account belongs properly to the implementation analysis to be made 
later in this study and will be presented there. It will, however, help to place 
the K.T.A. program in perspective if we anticipate briefly some of these 
developments, as they affected the composition of the development program. 

The main changes were made within a few months after the Comprehen¬ 
sive Report was presented, and affected chiefly the programs for manufactur¬ 
ing industry and electric power. Tlic first step towards modifying the K.T.A. 
manufacturing industry program was to expand the list of forty-five recom¬ 
mended industries to a list of sixty-five industries. The second and more 
significant step was to ignore the K.T.A.’s recommendations for priorities 
within this group. This made possible a manufacturing industry program of 
far greater size and far different composition. Of the K.T.A.’s priority group 
of fourteen projects, only the steel mill and the Jute mill were undertaken 
during the program period, and the Government’s jute mill project was four 
times the size of that recommended by K.T.A. The industries built by the 
Government were with one exception (the jute mill) those which had pre¬ 
viously been included in the Two-Year Plan of 194S. While the K.T.A. pro¬ 
gram for electric power had centered on hydroelectric projects at Saingdin 
Falls and at Pegu and on a steam plant at Myingyan, the program adopted by 
the Government abandoned all these projects and centered instead on a large 
hydroelectric project at Ralu Chaung, thermal generation in the towns up- 
country, and a large-scale expansion of thermal facilities in Rangoon. The 
actual programs in manufacturing industry and electric power were thus 
virtually independent of the K.T.A. recommendations. The substantial irri¬ 
gation and highways programs recommended by K.T.A. never really got 
started* What finally emerged, therefore, was a comprehensive investment 
program which was almost entirely a Burmese development. 

The agricultural program was in essence the Five-Year Agricultural Plan 
adopted by the Pyidawtha Conference (which in turn resembled closely the 
skeleton agriculture component of the Two-Year Plan of 1948) plus the in¬ 
dependently developed land nationalization program. As has just been noted, 
and for reasons which will later be made clear, activity in irrigation and high- 
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ways never got effectively under way during the remainder of the decade, and 
K.T.A/s sizable programs for them remained stillborn. While investment 
in transportation and communications comprised the largest single share of 
the capital expenditures incurred, and while the K.T.A. recommendations in 
this area were voluminous and detailed, the job done was for the most part, and 
of necessity, a pre-determined rehabilitation and reconstruction job. This had 
already been envisaged in its major details (except for highways) in the Two^ 
Year Plan of t 94(S and in the programs developed within the respective agen¬ 
cies of the Government and approved by the Pyidawtha Conference. The 
wholesale changes made by the Government in the electric power and manu¬ 
facturing industry programs have just been noted. And programs for health, 
education, housing and local improvements, as has been pointed out, had been 
prepared by the Burmese with United Nations and United States technical 
assistance and approved by the Pyidawtha Conference. 

To what extent, then, were the K.T.A. program and the comprehensive 
development program actually undertaken by the Government identical? 
Their chief and almost only imj^ortant point of correspondence was the eco¬ 
nomic framework within which both were cast — namely, the goal of an in¬ 
crease in total output to some 30 per cent over the pre-war output by the end 
of the decade and the concept of a total net capital formation of K 750 crores. 
This was the unique contribution of the K.T.A. Plan. Its additional values — 
and they were many — lay not so much in the development of original 
project or program ideas as in the detailed and factual analyses of conditions 
and problems in the various sectors of the economy; in the pulling together of 
these documented studies within a single comprehensive plan where their 
magnitude and interrelations could be perceived and appreciated; in the 
preliminary engineering and economic studies made of probable costs and 
potential benefits by sector and by projects for all the projects which had 
been till that time considered, and for others which still needed to be con¬ 
sidered; in the appraisals made of the Government departments and institu¬ 
tions which would be responsible for the work undertaken and of the changes 
in governmental organization, relations and procedures which would be 
required to do these jobs effectively; and in the emphases placed on the policy 
changes which would be needed to facilitate the execution of a program of 
the magnitude contemplated. 

What the K.T.A. survey contributed, in essence, was a goal, an approach, 
and a demonstration of the kinds of analysis, organization, procedures and 
policies necessary to do the job. The effectiveness of this contribution was 
limited by an incapacity or unreadiness on the part of those whose appreciation 
was most required to realize its full implications. 
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CHAPTER 10 


The Fight for a Feasible Rate of 
Program Implementation— 
1953-54 


The Burmese Government had been waiting a long time, and with increasing 
eagerness, to get started on its comprehensive economic and social develop¬ 
ment program. Fortified with the “blueprint” provided by its experts, and 
urged by them to attack development with vigor and even with daring, the 
(jovernment now prepared itself psychologically and procedurally to get on 
with the job. Important moves were made even before the consultants sub¬ 
mitted their Comprehensive Report. And submission of the Report, on the 
eve of the fiscal year 1953-54, was swiftly followed by an intensive agency re¬ 
view of its recommendations and by a top level implementation conference, 
early in 1954, at which program determinations were made, responsibilities 
assigned, and procedural steps initiated to accelerate progress. Enthusiasm 
at the center was soon communicated to the operating agencies. Their 
budget demands for the fiscal year 1954-55 (submitted in May and June of 
1954) were so ambitious as to be obviously neither feasible nor consistent 
with economic stability. Having worked for the better part of two years to 
persuade the Government to adopt an ambitious and aggressive approach, 
the economic consultants were now obliged to try to persuade it not to go too 
fast. This first battle was lost. The capital program adopted for the fiscal year 
1954-55 was larger by at least one third than the maximum recommended 
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by the economic consultants. Consequences of this initial push were felt in 
many ways throughout the remainder of the program period. 

The Government had taken significant action to improve its organizational 
readiness following the submission of the consultants’ Preliminary Report. It 
had set up development cor))orations, as recommended by the consultants, 
for industry and mining, and on its own initiative established a similar 
corporation for agriculture. It had created the Economic and Social Board 
to serve as the key agency for review and determination of development 
programs and related policies, and to supervise program implementation. It 
had also set up a Central Statistical and Economics Department in the 
Ministry of National Planning, and passed enabling legislation to make it 
possible for this new department to develop the statistical data necessary for 
planning and programing pur[)oscs. The Government took two further steps 
while the final report of its consultants was still in the drafting stage. The 
first of these was of an operative kind. In March 1953 a purchasing mission 
under the leadership of Bo Min Gaung, Minister for Rehabilitation and 
Public Works, was dispatched to Hong Kong, Japan, the United States, the 
United Kingdom and Bluropc to place large-scale orders for machinery and 
rolling stock in antieij^ation of program requirements. The second step, in 
mid-1953, was approval of a capital budget of some K 5b crores for the fiscal 
year 1953-54. This was geared to the long-term program recommendations 
still in process of preparation, and provided for the necessary intermediate 
step-up in the rate of capital expenditure. 

The procedural approach to implementation was carefully thought out and 
quite comprehensive, if not altogether practical. Upon submission of the 
consultants’ report in August 1953, their recommendations were distributed 
in whole or in appropriate part to ministries, departments, boards and cor¬ 
porations throughout the Government for review and comment. Over the 
following weeks, agency reactions were submitted to the Ministry of National 
Planning and meetings were held to resolve various questions which arose. 
At the end of 1953 the Prime Minister s office issued a directive^ to all Gov¬ 
ernment agencies concerned, which analyzed the implementation problem 
and instructed the agencies how to proceed. 

Implementation was divided into four categories — the K.T.A. projects 
and policy recommendations, other departmental projects, social projects and 
implementation by the private sector. With respect to the first three, the 
agencies were directed first to distinguish between projects to be executed in 

I. “Programrnr of Implcmintniion of Devclopmcnl and Reconstruction Projects,” December 
30, 1953- While the final report of the consultants was distributed to the a^?cncics by the Ministry 
of National Plinninp: and the initial responses of the agencies to die recommendations were made 
through that Ministry, the subsequent issuance of a directive by the Prime Minister’s office — in 
this connection, the office of the Executive Secretary of the Economic and Social Board — was 
quite significant. It was the first overt recognition that interest in and capacity for planning as 
well as for implementation resided organizationally at that time in the Economic and Social Board 
rather than in the Ministry of National Planning. 
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the fiscal years 3953-54 ^ 955 ~ 5 ^^ those planned for the four fiscal years 

beginning with 1956-57. They were also directed to resolve, if possible, such 
difierences as they still might have with the consultants’ recommendations, 
again through the Ministry of National Planning. On accepted projects, they 
were to proceed at once. “Most of the recommendations have been accepted 
without qualification, and the Departments and Ministries concerned have 
accordingly assumed responsibility in regard to the carrying out ol: these 
projects and recommendations.’' If the necessary infortnation was already 
available for near-term {irojects, the agencies were to prepare lists ol the 
equipment needed and call for tenders. II the inlormation was not yet avail¬ 
able, engineering help was to be enlisted to draw up detailed plans and 
specifications. The agencies were also directed to classify near-term projects 
according to whether they could be executed mtistly with local materials and 
local technical personnel, or whether the bulk of the tnaterials and technical 
services would have to be obtained from abroad. They were directed, further, 
to report what, if any, organizational changes would be needed; how many 
and what kinds of foreign technicians would be necessary; what training- 
programs should be initialed and what management arrangements would be 
desiraldc. I’hey were instructed to state also the additional budgetary allot¬ 
ments they would need, and how much of these funds would be rec]uircd in 
the form of foreign exchange. The information was to be su[)plied within one 
month. It is clear that the directive raised questions which needed to be 
raised. Whether the agencies were capable of dealing with them adecjuately, 
and in the time allotted, was something else again. 

Moreover, the directive did not neglect the policy recommendations made 
in the consultants’ report. “Each Ministry or Department concerned shall re¬ 
port to the Economic and Social Hoard by January 1954, which of these 
recommendations they are unable to accept and the reasons therefor. Others 
shall be implemented as indicated. 

The directive stated that as soon as the information was supplied by the 
several agencies, another purchasing mission would be chosen (in addition 
to the Bo Min Gaung Mission, which had already been dispatched) to make 
arrangements abroad for purchase of plant and equipment, engagement of 
firms of consultants and recruitment of technical personnel.^^ Finally, the 

2. It may be af^propriale to note that the orifrinal draft of the directive did not call upon the 
agencies to indicate their views on the policy measures recommended by the consultanis. It was 
only upon a representation by the economic consultants to the effect that the i)olicics were of grc-ai 
importance to the implementation proce.ss that specific provision was made in the directive for 
their review and adoption. Since U Ilia Maung, the then Executive Secretary of the l.conomic and 
Social Board, was undoubtedly mure aware of the importance of economic policy than any of his 
successors in that office, his initial neglect to call for such a review was indicative ol the lack ol 
appreciation within the Burmese CJovernment of the role of economic policy. 

3. In sending general purchase mi.ssions abrf»ad, the Government was evidently motivated by a 
number of considerations. The Central Purchasing Board was notoriously slow and inefljcient; 
the Government feared graft and chicanery on the part of its own oflicials, and wished large- 
scale purchasing activities to be carried out under the direct supervision of trusted ministers; and 
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directive called for certain measures to insure implementation of the program 
for the private sector. 

To describe the measures set forth with respect to the private sector it is 
necessary to go hack a few weeks to pick up another development. On Na¬ 
tional Day in November 195:; Prime Minister U Nit had made a statement, 
“Our Ooal and Our Interim Programme.” After reaffirming the ultimate 
objective of creating a socialist state, and describing the development pro¬ 
gram as an interim ste]) toward that objective, U Nu stressed the very large 
contribution to the “Interim” program — an investment program of some K 
240 crores needed from the private sector. 

The achievement of the programme . . . requires that wc institute measures 
which will enable the people in the piivate sector to carry out their part of the 
development programme. It is necessary that wc encourage them to make this in¬ 
vestment and to etjui]) themselves for carrying out this programme.. . . 

Wc have accordingly directed the Ivconomic and Social board to submit detailed 
recommendations for achieving the above objectives in the fields both of commerce 
and industry and for overcoming the dilEculties and handicaps under which our 
nationals labor at present.'^ 

The recommendations made by the Economic and Social Board in response 
to the Prime Minister's directive were embodied in a resolution adopted at 
its fourth meeting."’ 

As regards Burmese traders, the Board recommended that those who had 
established direct contact with foreign manufacturers and supjdiers and had 
specialized in certain ccwiimodiiies be granted import licenses on a more 
liberal basis, and that the number of import licenses be adjusted to the antici¬ 
pated demand for the various commodities so that import flows would ap¬ 
proximate those under uncontrolled conditions. It recommended also that an 
attempt be made to divert commodities more or less monopolized by foreign 
agents into “national” trade channels, and that the Government strengthen 
its staff of commercial attaches abroad to assist national importers to estab¬ 
lish direct contacts with foreign suppliers. More important, it recommended 
that the Government set up joint corporations with indigenous interests and 
subscribe a large part of the capital required. “Such corporations will thus be 
free from financial handicaps, and share the credit and prestige of Govern¬ 
ment in establishing foreign contacts and securing adequate business. 

it .also believed iliat by dealiii^? diieclly with manufacturers, it could eliminate dealers’, distributors’ 
and ap:ency chariots. Actually, direct purchases made it necessary for the Government itself to 
carry replacement parts, and resulted in the absence of adetiuate service facilities ordinarily 
provided by distributors. 

4. “Our (Joal and Our Interim Programme,” Supt., Govt. Printing and Stationery, Rangoon, 
p. 5 - 

5. M/Vf. 

6 . IM., p. 10. 





The Fight for a Feasible Rate of Implementation 15 7 

With respect to private industry, the Board recommended that indigenous 
investment be facilitated by publication of a list of fields in which private in¬ 
vestment would be welcomed, by liberal loans at low rates of interest to ‘'those 
national interests who are willing to set up industries and give jn'oof of their 
ability to orgiinizx them and run them as profitable enterprises," by joint 
ventures with private individuals or firms in suitable cases, by lacilitation of 
the import of necessary raw materials, by the setting uj) of a 1 ariif Board with 
powers to determine the amount and duration of the jM'otection to be granted 
to each industry, and by tax reliel lor initial periods.' 

The implementation directive then called upon the Ministry of Commerce'^ 
to create a ("ommercc Development C'orporation and otherwise implement 
the l^oard’s trade recommendations. It asked the Ministry of Industries to 
publish a list of industries in which private investment would be welcomed 
and to create a Tariff Board. It directed the Industrial and Mineral Resources 
Development Corporations to implement the policy of liberal loans. The 
directive, in fact, went so far as to state that individuals contemplating in¬ 
vestment might be accorded financial assistance to retain consulting firms. 

The Prime Minister’s Implementation Conference, held in continuous 
session over an eight-day |)eriod beginning February 15, 0)54, was the cata¬ 
pult from which the Develoj)ment Program was formally launched. Pro¬ 
grams, projects and policies recommended by the consultants*^ were reviewed, 
most remaining differences were resolved, and the basic determinations were 
made. Actually, recommendations already accepted by agencies and minis¬ 
ters were not carefully examined at the Conference. C>)nsidcration was re¬ 
served for the most part for recommendations concerning which cjuestions or 
objections still remained. In some cases, particularly with respect to the pro¬ 
gram for the port of Rangoon, recommendations were acce})led only “sub¬ 
ject to field investigations and detailed working out with |the [)ort’s own] 
consulting engineers.” And in the case of the industries [)rogram, as has al¬ 
ready been noted (Chapter 9, ]). 14S), the consultants’ list of forty-five projects 
was expanded to some sixty-live projects, and the recommended priorities 


7. The economic consultants had had no opportunity to express their views on the (pjestions 
before the Economic and Social Board or on the recommendations adopted by it. 'I’hey first 
learned of the recommendations only on publication of the resolution. It was of course clear th.Jt 
the concept of the program as an “interim” measure of intlefinite duiation on the road to a 
socialist state could not provide the desired incentive for jirivate investment. The consultants did 
state their negative views on the joint venture.s proposed in the trade held vigoroijslv, and were 
perhaps instrumental in deferring action along these lines until tin- issue again arose in io5^> as 
an anti-inflation measure. At the time, the consultants were informed that the Government was 
prepared to lend up to loo per cent of the capital rec]iiire<l for new private ventures. T]ie\ of 
cour.se maintained strongly that any loan applicant should be recpiired to put up at least minimal 
equity capital of his own. Hut this was only one among many dichotomies in the jiolicies of a 
socialist government. 

8. Subsequently called the Ministry of Trade Development. 

9. Described in Chapters 8 and 9. 
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were abandoned. Wiih these major exceptions, however, the consultants’ 
recommendations were accepted by and large across the board. 

The (>>nfercnce did not, however, review the health, education and 
liousing programs ado[)ted by the Pyidawtha Conference, even though the 
December directive was broad enough to ejicornpass them. The review was, 
therefore, essentially a review only of the consultants’ recommendations. The 
Conference put the Government’s formal imprimatur on these recommenda¬ 
tions, and gave the green light to implementing action. The Commerce De¬ 
velopment (Corporation and a T ariff Board wxre established. The agencies of 
(h)vcrnment attacked their programs with renewed vigor. A new procure¬ 
ment mission, under U Tin, the Finance minister, departed. The program 
was now under way. 

THE PUSH FOR A BIG PROGRAM 

One additional measure inaugurated late in 1953 was the introduction of 
progress re[K)rting by the Fxonomic and Social Board. The object was to 
enable the Board to keep track of progress by project, program and agency, 
so that it might take action, when necessary, to coordinate and expedite the 
programs, and even anticipate bottlenecks. The basic report was a quarterly 
one providing data on both physical progress and expenditures. For various 
reasons, it was the expenditures reporting which proved to be the most useful. 

The first big push for rapid implementation came in May-June 1954 in the 
form, of tremendous agency ca})ital budget demands for fiscal year 1954-55. 
wSwoIlcn especially by the manufacturing, electric power, transportation and 
social service sectors, and with modest demands from very few, total requests 
came to some K 120 crores — more than double the budget approved for 
1953-54 and 1.7 limes the K 69.5 crores scheduled for 1954-55 gross public 
capital expenditure in the eight-year program. The economic consultants had 
recommended a public capital [program for 1954-55 no larger than K 74 
crores, including K 5 crores for agricultural loans. This recommendation, 
supported by the Ministry of National Planning, was accepted for the most 
})art by the Economic and Social Board, which approved a moderately higher 
program of K 78 crores. When this decision subsequently came before the 
Cabinet, a storm of protest arose from ministers whose budget demands had 
been severely reduced, and the capital budget issue was opened for reconsid¬ 
eration. By Cabinet action the program was increased to some K 107 crores. 
When the economic consultants protested, they were requested to review their 
position in the light of two questions: “How large a capital investment pro¬ 
gramme arc the Ministries, Departments, Boards and Corporations capable 
of carrying out, if authorizations and funds are granted?” and “How serious 
would be the danger of inflation, if such a larger programme were approved ?” 

The consultants then executed a tactical, but not substantive, retreat. Treat¬ 
ing the first question as speculative, they concentrated on the second. A pro- 
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gram of K 85 crores might be authorized, they held, in view of the attrition 
of at least 10 per cent reasonably to be expected in its execution, without too 
serious danger of inflation. They expressed concern not only with the imme- 
diate inflationary dangers of a larger program, but also with the quickened 
pace to which it would lead in the years immediately following, and the de- 
gree to which this would aggravate the exceedingly difficult problems of 
domestic finance and economic stability already anticipated for those years. 
On this point, they stated: 

It remains finally to ask: Is this | inflationary ( risk worth taking? What is to be 
gained? What is to be lost? In our jiidgcMncnt, there is little to he gained, nuieh to 
be lost. 7 "he most that could he gained would be a sfioricning of the duration of 
the development programme. Indeed, the sharjdy higher levels of capital expendi¬ 
ture sought by the operating agencies would of necessity require comparably high 
or higher capital programmes in 1955-6 and 1956- 7, to continue the work under¬ 
taken in 1954-5. This could only have the cfTect of bringing lorward the target 
year of the programme from 1959-60 to say 1957-8. F^ut this is simply not feasible. 
Resources do not permit it. With the optimum schedules already laid out for 
achievement by 1959-60, we face an increasingly serious problem in tlomestic fi¬ 
nancing, which may have to be met in 1955-6 or the year after. The enlarged 
programme now proposed for 1954-5 might not bring about inflation, or serious 
inflation, next year. It would however tremendously increase the difficulties which 
will have to be encountered and solvetl in the later years of the programme, ft 
might make those problems unsolvable. For this reason, if for no other, the risk 
of inflation posed in 1954-5 by an actual capital programme of the magnitude of 
[sayj K 900 million is not worth taking.^^^ 

These considerations led the Government to review the position once again. 
The Prime Minister, after a number of lengthy discussions with the consul¬ 
tants," expressed his concern to the ministers responsible for major pro¬ 
grams, and requested their participation in a further reappraisal. 

It is now clear to the Hon’blc Prime Minister that the full programme asked for 
by all Ministries, Departments, Boards and Corporations cannot be sanctioned 
without the danger of serious inflation, and the Hon’ble Prime Minister therefore 
desires to reappraise all projects from the point of view of their essentiality and 
balance, in order that the programme as a whole will be in balance and within the 
limits of feasibility. The Hon’ble Prime Minister hopes that such reappraisal will 
enable a decision as to which projects can be postponed and which of them may 
be spread over a longer period of time. 


10. “Alternative Capital Investment Pro/jrammes for 195^-5,” memorandum, submitted to 
the Executive Secretary, Economic and Social Board, Rangoon, by Robert R. Nathan Associates, 
Inc., July 16, 1954, pp. 10-11. 

n. Mr. Robert R. Nathan, president of the economic consultants’ firm, was especially re¬ 
quested to come to Burma on very short notice to participate in these discussions, and to advise 
on the extraordinary measures and policy actions which the larger program, if adopted, might 
necessitate. 
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The Hdn’blc Prime Minister desires to undertake this review on the following 

basis: - - 

(a) from the point of view of whether it will be physieally possible to carry out 
all the projects within the period conremplaled, taking into consideration 
the availability of jnaterial and personnel resources, d’hc discussions in this 
respect will be based not only on the leasibility of the projects Irotn the 
point of view of each Department, but also from the point of view of whether 
the total resources available arc sufBcient to meet the demands of all De¬ 
part inents— whether e.g. there is any danger of De[)artincnts, Boards and 
Corporations competing with each other lor such limited resources as may 
be available within the country to a degree which will hamper the total 
programme; 

(b) the contribution each jiroposcd project is expected to make to cither the 
earning or the conserving of our foreign exchange resources; 

(c) the relative importance of the foreign exchange and domestic expenditure 
components of each project; and 

(d) whether domestic resources such as raw materials, man-power, etc. arc 
available for the successful execution of each project.^^ 

In a series of meetings held August i well after the budget documents 
had gone to [)ress with a capital program of K S5 crores, the major programs 
were reviewed. Reductions effected from the Cabinet-approved program, 
chiefly in the. railways, electricity, [uiblic works and Housing Board programs, 
came to something less than K 10 crores, and the program finally approved 
was K 97.5 crores. llic consultants had lost their fight. They had succeeded, 
however, in impressing on the Prime Minister that a number of highly 
significant policy actions would now be required if the program were to be 
carried through without serious consequences. They were invited to restate 
their views for further consideration. 

The economic consultants’ response emphasized primarily the need to in¬ 
crease rice production, to improve rice qualities, and to market rice more 
effectively through more flexible pricing and quantity discounts. Specific 
programs for increasing minerals, timber and non-rice agricultural produc¬ 
tion were also urged. Foreign exchange savings, they said, should become an 
important criterion in establishing industrial priorities; meanwhile, a liberal 
import policy was advisable to offset the inflationary effects of large-scale 
domestic spending by the Government, and this policy should not be influ¬ 
enced unduly by short-term fluctuations in the foreign exchange position. 
Other recommendations called for early steps to broaden the tax base, in 
order to lay the foundation for increased revenues in the years ahead; for 
pricing policy in the various government enterprises appropriate to their 
varying types and circumstances; for special efforts to anticipate and deal with 
})otential shortages and bottlenecks in program implementation; for im- 

12. Memorandum, U Hla Maung, Executive Secretary, Economic and Social Board, Prime 
Minister’s Office, Rangoon, August 12, 1954, pp. 1-2. 
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provement of statistical data needed for planning, control and management 
puriH)ses; and for sjiecial emphasis on management problems. Sjiecific steps 
were recommended for implementation of all these policy measures.’'^ It 
seemed quite clear that unless effective action were taken by the (jovern- 
ment along the lines suggested, its ambitious investment ])rogram was des¬ 
tined to run into serious trouble. 

The trouble erupted sooner than expected and not cjuite in the form ex¬ 
pected, It struck first in the form of a severe decline in foreign exchange re¬ 
serves. So hard did this hit that it dominated policy thinking and investment 
practice for a considerable time to come. In view of this, it will be in order to 
review the situation as it appeared in July-August ip54, while the battle 
over the size of the IQ54-55 capital program was being waged, and to ex¬ 
plain why, in the face of this emerging situation, m(;rc attention was not 
given to this im}X)rtant factor. 

Rice export prices had reached their peak about a year before, in the 
spring of 1953, termination of the Korean War, btimjKT crops and U. S. 
dis|)osal t)f surplus wheat and rice in Asia had contributed to a sharp break 
in rice and other commodity j^rices in the months following. The Hurmesc 
Government did not, however, reduce its own prices. Sales and shipments 
declined, and stocks rose sharply during the remainder of 1953. These de¬ 
velopments of course occasioned much concern, especially because India, the 
largest buyer, was then claiming to have achieved self-sufficiency so far as 
rice was concerned. 

The first break in this situation came in September 1953, when the Gov¬ 
ernment c{)ncluded a four-year sales agreement with Ceylon, calling for an¬ 
nual deliveries of at least 2()(V)()() tons of rice at substantially reduced prices. 
Instead of the previous /’bo })cr ton, the prices for the four years beginning 
T954 were to be /'50, /' 4 ^, /,' 4 b ^^nd /^44 per ton res[iectivcly. A similar ar¬ 
rangement with Japan was concluded in December 1953. But India remained 
the big problem. She would not buy at the price established in the Ceylon- 
Japanese contracts. And it was felt that, if India were allowed to buy at a lower 
price, Burma would have to grant an cc]ual reduction, retroactively, to Ceylon 
and Japan. Finally, in March 1954 a way was found out of the impasse. An 
agreement was reached for the delivery in two years of 900,000 tons of rice 
at an average price of /^48 per ton. Of this, /,'t 3 per ton would be credited 
towards the settlement of the partition debt to India, making the cash price 
^^35 ton. 

Thus, although there had been a decline of nearly K 20 crorcs in Burma’s 
foreign exchange reserves from September 195:^ to March 1954, the expecta¬ 
tion at the time budget-making for the fiscal year 1954-55 began was that the 

15. These recoinimnclalions were first subinitled under the tlaie of Aiitrust 21, 10=;.^, as 
“Policy Determinations Related to Fi.scal Year 1954-55 Pro>?ram,” and, in more de tail, under the 
date of October 1, 1954, as “Economic Policies for Fiscal Year 1954-55 and Specific Recom¬ 
mendations for Policy Implementation.” 
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flow of rice exports and receipts would step up considerably in the second 
half of the year, and that foreign exchange losses for the year as a whole 
would not be excessive. During the following months, as the budget-making 
process continued into August, the reserves continued to decline. For a num¬ 
ber of reasons, this issue did not seriously enter even then into the capital 
program decision. Part of the loss had been of a non-recurring nature, the 
result of settlement of the debt to the United Kingdom for million 

(nearly K 10 crores) and a substantial payment for the Government’s one- 
third interest in the Purmah Oil Company. The purchasing missions were 
making substantial advance payments against orders placed for future delivery. 
And the data on hatid were not current. While data on the monetary reserves 
held by the Union Bank were available, figures on government holdings and 
holdings of the commercial banks lagged badly. Since large transfers had been 
made on Government account to its financial offices in London, and reports 
from that office on payments and holdings were tardy, the current state of the 
total reserves, as against the monetary reserves only, was not known in Ran¬ 
goon. It was ktiown that receipts for rice shipments were lagging behind 
the value of the shipments, although the disorderly accounting at the State 
Agricultural Marketing Board did not permit precise appraisal of the amounts 
outstanding. Further, the (jovernment expected additional resources from 
abroad. Preliminary negotiations with the Japanese looking toward a sub¬ 
stantial rejiarations settlement had been completed, and an early settlement 
was considered likely. And the Government had already decided to seek loan 
assistance from the World Bank. Finally, a reappraisal of the foreign ex¬ 
change outlook had resulted in the conclusion that the possibilities ranged 
all the way from a sizable surplus to a large deficit for the eight-year program 
period, and that a determined drive to increase rice output, qualities and sales, 
even at lower prices, would insure adequate foreign exchange earnings over 
the long run. All these factors, combined with the then very comfortable size 
of the reserve holdings and the value of the rice stocks in hand, contributed 
to the negligible weight given to near-term foreign exchange considerations 
in the decision on the 1954-55 capital program. 

Although they were overshadowed by the foreign exchange “crisis” soon 
to erupt, other noteworthy influences of the big 1954-55 program persisted. 
Many large-scale projects and programs were initiated, and contract com¬ 
mitments made, from which it was difficult to withdraw later. Administrative 
and managerial resources were spread very thin. A considerable imbalance 
was introduced into the total program, and inevitably there was a good deal 
of waste and inefficiency in the form of discontinuous and poorly correlated 
development activity. But it is time now to turn the spotlight on develop¬ 
ments in the foreign exchange field, and on the fight for economic stability 
which ensued from efforts to deal with foreign exchange stringency. 



CHAPTER 11 


The Fight for Economic Stability: 
The Foreign Exchange 
Side—1954-55 


The fiscal year j 953-54 drew to a close with a number of important develop¬ 
ments. A constructive reparations agreement was concluded with Japan, call¬ 
ing for the payment over a ten-year period of I200 million in Japanese goods 
and services, and for the provision of an additional $50 million “Economic 
Cooperation” fund for the loan financing of joint Burmese-Japancse (public, 
private or mixed) economic projects. Public capital spending had more than 
doubled the level reached in the previous year, rising from K 2:^ crores to K 
53.8 crores (exclusive of debt repayments), or 95 per cent of the level pro¬ 
gramed. Despite a disappointing harvest — estimated paddy output was 
only 5.5 million long tons, as compared wilh 5.7 million the previous year, 
and the index of total agricultural production did not rise at all — gross na¬ 
tional output increased by nearly 4 per cent over 1952-53, Domestic prices fell 
slightly during the year. The unsettling economic factors were the decline in 
rice export prices, the excessive rice stocks — despite large shipments to India, 
these amounted to some 1.5 million tons, for much of which adequate storage 
facilities did not exist — and the decline of nearly K 43 crores in the foreign 
exchange reserves, which brought total holdings at the beginning of the fiscal 
year i954“55 to some K 76 crores.^ 

I. The citation of the general measures here docs not mean that all these data were on hand 
at the time. Many important statistical indicators became available only months after the fact, 
and policy had to be based for the most part on tardy data, crude “guesstimates,” and scanty 
sample data. 
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On the personal side, U Tin Pc, Secretary to the Ministry of National Plan¬ 
ning, was killed in an air crash. U Hla Mating, abroad on a mission, was re¬ 
placed as Executive Secretary of the Economic and Social Board by U Thant, 
until then Secretary to the Prime Minister. 

Rice prices in i953"54 had centered around the ^^50 sterling per ton for 
S.M.S. (Small Mill Special) grade set in the Ceylon and Japanese contracts. 
Export shipments had amounted to 1.27 million long tons, valued at K 84 
crores — an average yield of something less than ^50 per ton. This compared 
with an export value of K 102 crores the previous year for a slightly smaller 
tonnage. However, the cash price of ^^35 per ton for 1953 rice, established in 
the India sale agreement, indicated that there would have to be a further 
downward adjustment in 1954-55 prices. Ceylon and Japan were making it 
quite plain that in the coming year they did not propose to be bound by the 
terms of the four-year sales contracts negotiated a year before. And the 
appreciable accumulation of stocks during 1953-54 confirmed the conclusion 
that prices would have to be further reduced. 

Burma entered the fiscal year 1954-55 with carry-over stocks of 1.5 million 
tons of highly perishable and deteriorating rice and the prospect of a new 
export surplus of approximately 1.8 million tons. Thus, total availabilities for 
the year amounted to some 3.3 million tons, of which it was urgent that the 
largest possible portion be sold and shipped. Deficiencies of handling facilities, 
both in internal transport and at the ports, placed an indeterminate limitation 
on how much rice could actually be shipped even if it were sold. Effectively 
handled, shipments could reach a total of, say, 2 to 2.5 million tons. This 
would be possible, however, only if sales agreements were concluded early 
in the season, so that the maximum possible tonnages could be moved before 
the advent of the rainy season in April-May. This was why the economic 
consultants had urged in their policy memoranda of September and October 
that an intensive effort be made to achieve early results on the rice export 
front. It also explains why, in 1954 and in succeeding years, belated action in 
adjusting prices and in concluding sales agreements adversely affected total 
tonnages shipped. 

As the fiscal year 1954-55 began, thinking in Burma was not yet fully 
oriented to the radical change in the international rice market. Despite the 
increase in stocks on hand and numerous quality disputes with large buyers, 
particularly India and Ceylon, which were slowing up shipments and pay¬ 
ments, the Government was still reluctant to act boldly to achieve high- 
volume export sales at the cost of sharply lower prices. The tendency was, 
rather, to seek new markets or devices which would make it possible to keep 
prices as close as possible to recently prevailing levels. Thus in October 1954 
Prime Minister U Nu proposed to U. S. Ambassador Sebald that the U. S. 
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Table 17 

Foreign Exchange Transactions and Reserves, 

1952-53 TO 1959-60 


{K Crorcs) 


Fiscal Year 

Receipts 

Payments 

Surplus 

or 

Deficit 

Foreign Exchange 
Reserves— 

End of Period 

1952-53 

134*7 

109.9 

+24-H 


I St half 

62.8 

47.0 

+ i5-« 

iii.i 

2nd half 

71.9 

62.9 

+ 9*0 

118.6 

1953-54 

107.7 

151*3 

—43.6 


I St half 

5f^*3 

67.7 

—17.4 

99.1 

2nd half 

57*4 

8^6 

—26.2 

76.0 

J954-55 

99.0 

123.0 

--24.0 


I St half 

47.8 

62.3 

—14.4 

61.3 

2nd half 

51.2 

60.7 

— 9.5 

51.6 

1955-56 

134.2 

110.2 

4-24.0 


I St half 

66.4 

53*4 

4-13.0 

71.0 

2nd half 

67.8 

56.8 

-fi 1.0 

74.6 

1956-57 

125.0 

157*6 

-32.6 


1st half 

55.9 

69.4 

— 13*5 

64.1 

2nd half 

6g.i 

88.2 

—ig.t 

56.0 

1957-58 

114*5 

111.3 

4- 3.2 


1st half 

51*5 

65.1 

—13.6 

51.4 

211(1 half 

63.0 

46.2 

4“ 16.8 

68.2 

1958-59 

111.7 

106.2 

+ 5.5 


1st half 

39*6 

46.3 

— 6.7 

67.7 

2nd half 

72.1 

59*9 

4-12.2 

78.5 

1959-60 

131.2 

135.2 

*— 4.0 


1st half 

72.1 

65.4 

4- 6.7 

71.0 

2nd half 

59*1 

69.8 

—10.7 

76.7 


Sources: Economic Survey oj Burma, various years through 1060, and Selected Economic 
Indicators, C.S.E.D., Rangoon, November i960. 


Government buy Burmese rice for redistribution to the hungry peoples of 
Southeast Asia. 

The extent of the decline in the foreign exchange reserves during 1953-54 
now began to occasion a good deal of concern, particularly at the central bank 
(Union Bank) and at the Ministry of Finance and Revenue. As has already 
been pointed out, the foreign exchange position and outlook were not re¬ 
garded as an important factor during the period May-August 1954, when the 
large 1954-55 capital program was in process of formulation. At that time, 
however, it had been thought that the last months of the fiscal year 1953-54 
would produce something of a surplus in the balance of payments and reduce 
the losses in foreign exchange incurred up to that time. This did not prove to 
be the case. The loss in foreign exchange during the fourth quarter of the 
fiscal year 1953-54, ending September 30, had been larger than that of any 
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of the three preceding cjuartcrs. Then the early months of the fiscal year 1954- 
55 witnessed a continued decline, though at a somewhat lower rate. What 
was disturbing was not the level of the reserves. The foreign exchange re¬ 
serves recjuircd for monetary cover amounted to only some K 25 crores (this 
would (^f course increase with the anticipated increases in money supjdy 
during the year), and at the end 1954-54 monetary reserves held by the Union 
bank (as distinct from total foreign exchange holdings) were some 2.5 times 
that amount. It was the direction and rate of the movement of the foreign 
exchange reserves that constituted the j^roblcm. So negligible a factor had 
foreign exchange been considered that plans for the 1954-55 fiscal year had 
not included even an informal foreign exchange budget. This was the general 
situation out of which a number of developments were now to ensue. 

The question of foreign exchange was first raised at the newly formed 
("ouncil of Economic Advisors." Dr. Hla Myint proposed that a stop be j)ut 

2. The Council of Economic Advisors was created by order of the Economic and Social Board 
in August 19*54 on the recommendation of U Ilia Maung, Executive Secretary of the Board. The 
Board’s order stated that “It will be the duty of the Council to consider all problems of economic 
policy, cither on reference bv the Economic and Social Board or on its own initiative, and advise 
the Economic and Social Hoard. It will also be its duty to consider whether economic research, 
collection of statistics and administrative procedures and arrangements within government arc 
aflec]uate to prf)vide a reliable basis for the formulation of economic policy, and advise the Eco¬ 
nomic and SfKial Board. The Council will confine itself to consideration of economic problems 
only.” 

Appointed to the council were Mr. S. Furnivall, Chairman, U Ilia Maung, Deputy Chair¬ 
man, Dr. nia Myint, Dr. Tun Thin, U Thct Su and the author. Mr. Furnivall was of course the 
dean of all loreign advisors in Burma. He had had a long, distinguished, and (to the Burmese) 
sympathetic career as an officer in the Indian civil .service prior to ind(4)cndcnce. After independ¬ 
ence, he was invited to return to Burma as planning advisor. By now elderly and semi-retired, 
he enjoyed universal respect by virtue of both his record and his age. Dr. Hla Myint, E.nglish- 
educated, had already made something of a name for himself in the field of welfare and develop¬ 
ment economics. He had assi.sted the Government in 1947, I94h and 1949 but, apparently frus¬ 
trated, had then left Burma to teach at Oxford. Then U Hla Maung persuaded him to come to 
Burma for the year l9'54-5‘5, under United Nations auspices, to serve as economic advisor. Dr. 
Tun Thin had recently become head of the Department of Economics at Rangoon University after 
taking his doctorate at Harvard University, w'hcre he won the distinguished Wells Prize for an 
outstanding dissertation. He had also a.s.slsted in the reparations negotiations and acted as lico- 
noiiiic Advisor to the Socialist Party leaders at the Asian Socialist Congress. U Thet Su had 
recently completed a term f)f service as Chairman of the State Agricultural Marketing Board, and 
was widely known in international rice circles as “Mr. Rice." The author was Chief Exonomist of 
Robert R. Nathan Associates, the economic consultants to the Government. 

In recommending the creation of the Council of Economic Advisors, U Hla Mating was 
probably motivated by two major con.sidcrations. The theoretical and policy issues which had 
been raised in connection with the i954-‘>5 program and budget had been difficult for many of 
the ministers to comprehend. U Hla Maung may have felt that he was being too closely identified 
in the minds of some of the ministers with the foreign economic consultants, whose views were 
communicated to the Government through him. He may therefore have believed that a broaden¬ 
ing of the advisory base to include Mr. Furnivall and professional Burmese economists might 
counteract such an impression. Also, he may have Ixdievcd that a Council of Economic Advisors 
would help the niinisicr.s to develop a greater appreciation of the importance of economic policy. 

The Council of Exonomic Advisors was not destined to last very long. It functioned really only 
during November and the first days of December 1954* Shortly thereafter Mr. Furnivall took an 
extended leave to lecture in the United States and U Hla Maung, after intermittent absences, was 
designated Amba,ssador to Yugoslavia. The remaining council members were reluctant to func- 
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to further foreign exchange commitments by the [)urchasing missions abroad 
and by the operating agencies working on the development program. T'his 
action, however, seemed over hasty to other members of the ("ouncil, espe¬ 
cially because the details of the end-i95:;-54 j)osition were not yet known and 
it was not yet possible either to understand why the reserves had dro})ped as 
much as they had or to project with reasonable accuracy what was likely to 
happen in the months ahead. It was also held that a foreign loan was preferable 
to curtailments in the long-term program. 

Despite intensive efforts, a complete picture of the 195^-54 balance of pay¬ 
ments could not be developed for several months. Customs figures available 
showed total exports of K 107 crores and imports of K 95 crores — a favorable 
trade account balance of K 12 crores. Since ]>urma generally ran an unfavor¬ 
able balance on non-trade account of less than K 10 crores per year, the 
known debt repayment to India and the United Kingdom during 195^-54, 
amounting to some K 15 crores, only partially explained the deficit of close 
to K 44 crores in the balance of payments. It was this lack of clarity which 
underlay the reluctance of the Economic Council to take hasty action. 

It was of course clear that rice export earnings would be the controlling 
factor. I'lere the Oiuncil was confronted by the extremely conservative pro¬ 
jections su|)])lied by the State Agricultural Marketing Board and the Ministry 
of Trade Development responsible for S.A.M.B. operations and the far more 
optimistic views of the economic consultants on what could be done if the 
Ciovernment pursued aggressive ])olicies on the rice export front. The Council 
therefore advised the Government on November 15 that: 

immediate attention be directed toward expediting the sale of rice and improving 
arrangements for shipping, and that an immediate review be made of the prospect 
of rice sales and shipments during the present financial year; 

. . . that an immediate review be undertaken of the programme of Government 
foreign expenditures, including payments made to date and the schedule of pay¬ 
ments committed and to be committed during the present financial year, and of 
other relevant factors affecting the foreign exchange position. This review should 
be of such a character as would facilitate the establishment of foreign exchange 
allocation ... if required . . ? 

This review was to be completed by the end of November so that the Eco¬ 
nomic and Social Bf)ard could make such decisions as might be required. 

The Union Bank, whose capable General Manager, U San Lin, had been 
invited by the Council of Economic Advisors to participate in its review, now 


tion ns a council during the absence of these two men. In the early part of 1055, the intended 
functions of the Council were in any event more or less taken over by a committee composed of 
economic secretaries to government. 

3- “Resolution of the Council of Economic Advisors,” November 15, 1954. 
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submitted a memorandum projecting large cash and foreign exchange deficits 
during 1954-55 and recommending that the Government substantially reduce 
the rate of proposed investment to insure financial stability. This memoran¬ 
dum was referred to the economic consultants. Their comments, submitted 
on November 26, 1954, agreed that sizable deficits would be incurred in 
1954-55, although they believed that these would be more moderate than 
those projected by the Bank, They differed, however, with the thesis im¬ 
plicit in the Bank’s recommendation that the size of Burma’s long-term 
capital program should be governed only by the resources which she herself 
could muster. The consultants believed that the Government should seek 
loans from abroad to supplement its own resources. They recommended also 
that the Government approach the problem of rice marketing with vigor, 
with the object of shipping some 2 million tons of rice during 1954-55 and 
more thereafter; that it take equally vigorous steps to improve the mechanisms 
for the processing, handling, routing and shipping of rice, so as to make pos¬ 
sible exports of as large a volume as could be sold; that it adopt and energeti¬ 
cally implement the economic policies they had recommended in October; 
that it expedite arrangements for the flow of reparations goods and services 
from Japan under the recently concluded agreement; that it seek the exten¬ 
sion of capital loans from the World Bank to provide additional safeguards 
for the foreign exchange position; and that it establish more precisely the 
foreign exchange components of approved capital program expenditures and 
take steps to insure that foreign exchange expenditures did not exceed the 
totals implicit in those programs. These recommendations were productive of 
some results. 

U Raschid, one of the most capable ministers in the Government, was now 
placed in charge of the Ministry of Trade Development with responsibility 
for rice sales and exports. Also during November, a sales agreement was con¬ 
cluded with People’s China for 150,000 tons of 1954 crop rice at per ton, 
mostly on a barter basis. The sale of 1954 crop at ^^40 per ton suggested that 
prices in agreements for 1955 would be somewhat above but 

not much higher than that level. This indicated, of course, a further and 
rather substantial reduction in the price of export rice, but it was doubtful 
whether it would be adequate to move the quantities desired.'* Other steps 
included the presentation of a list of possible loan projects, totaling some $163 
million, to the World Bank Mission then visiting Rangoon and considerable 
activity directed toward placing as much as possible of the procurement 
needed for the approved capital development program on the Japanese 
reparations schedules. 

4. In this connection it may be noted that the decision of the Council of Economic Advisors 
to “wait and see” was based on the assumption that 1.8 million tons of rice and rice products would 
be shipped during i954~55 at an average price of jC44 per ton. This, they had estimated, would 
result in a deficit of some K 20 to K 30 crorcs in the balance of payments for the year. 
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Table t8 

Direction of Rice Exports, by Tonnage, 

1954 THROUGH 1959-60 


{Thousands of Tons) 


Country 

1954 

1954-55 

1955-56 

1956-57 

1957-58 1958-59 

1959-60 

Total sales 

1.530 

1.631“ 

1.931 

2,005 

1.463 

1,614 

2,080 

Barter as per cent of total 

0 

23*3 

25.0 

14.5 

8.7 

5-3 

5-9 

Cash sales 

1.530 

1. 33 1 

1,449 

1,715 

1.335 

1,529 

1,958 

Asia 

1,281 

1,118 

1,158 

1,474 

1,102 

1,248 

1,632 

India 

627 

562 

127 

584 

385 

266 

390 

Pakistan 

— 

— 

60 

15? 

168 

127 

256 

Japan 

309 

238 

262 

104 

50 

26 

46 

Malaya 

30 

158 

232 

62 

77 

71 

52 

Singapore 

— 

— 

— 

75 

107 

MO 

102 

Ceylon 

175 

12^ 

t32 

260 

160 

240 

213 

Indonesia 

140 

37 

345 

236 

155 

388 

57 "? 

Europe 

123 

146 

86 

64 

72 

87 

144 

United Kingdom 

81 

82 

57 

57 

52 

45 

72 

Mauritius 

32 

36 

23 

58 

48 

49 

47 

Ryukyu Islands 

40 

31 

30 

30 

20 

32 

31 

Other countries 

54 

— 

151 

89 

93 

113 

104 

Harter sales 

I 

c 

00 

oc 

290 

128 

85 

122 

U.S.S.R. 

— 

34 

212 

107 

— 

30 

45 

China 

— 

115 

105 

98 

10 


12 

Czechoslovakia 

— 1 

1 



83 


4 

Yugoslavia 

— 

1 "" 

165 

85 

29 

" 55 

28 

Other Eastern Europe 

— 

\ 6 


26 

Israel 

- J 




; ^ J 


7 


Sources: Economic Sureey of Burma, 1956 through i960, and Quarterly Bulletin of Statistics, 
First Quarter, 1958; data for 1959-60 from S.A.M.B. 


a. Individual country data add up to 1,711 thousand tons, but published total is 1,631 thou¬ 
sand tons. 


The Bank “creelit-worihiness” mission headed by Dr. Antonin Basch ap¬ 
peared, however, to take a rather dim view of both the highly ambitious size 
of the development program and the economics of some of its components 
(notably the manufacturing and electric power programs). It also seemed 
to feel that insufficient attention was being directed toward the primary agri¬ 
cultural, mining and timber sectors. Loan prospects therefore did not appear 
to be bright. As regards reparations, the operating agencies which had been 
asked to indicate which of their requirements could be met from Japan had 
exhibited considerable misunderstanding; in many cases they had put for¬ 
ward additions to their already over-large approved capital programs for 
1954-55. This was the position when the Ministry of Finance and Revenue, 
on January 14,1955, submitted a memorandum pointing to the Government’s 
dwindling cash and foreign exchange balances, and calling for savings on 
both the domestic and foreign exchange fronts. 

The measures proposed by the Ministry were quite drastic: a 25 per cent 
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Tabic iq 

Direction of Ricf Kxports, by Value, 

1954 TFrRouGii 1959-60 


(A.' Crores) 


Country 

U)54 


1955 -Sb 

1956-57 

1957-58 T95^-59 

1959-60 

Total sales 

05-2 

84.5“ 

87.7 

89.5 

66.3 

71.6 

83.5 

barter as per cent ()f; total 

0 

22.8 

25.9 

13.7 

8.0 

5-9 

6.3 

Cash sales 

05-2 

70.1 

65.0 

77.2 

61.0 

67.4 

78.2 

Asia 

H2.7 

62.3 

51.1 

65.9 

51.0 

56.0 

67..? 

India 

.V).4 

34-^ 

5.6 

25.5 

16.6 

11.8 

16.6 

Pakistan 

— 

— 

— 

7.0 

8.4 

5-7 

II.O 

Japan 

21.6 

IS-I 

14.0 

5.6 

2.7 

1.4 

2.4 

Malaya 

.0 

4.2 

7-7 

2.9 

3.9 

3-1 

1.9 

Singapore 

— 

— 

— 

^•5 

4-4 

4.1 


Ceylon 

1 1.2 

6.5 

7.0 

11.5 

7-5 

11.8 

8.6 

Indonesia 

10.6 

2.3 

16.8 

10.9 

8.0 

18.1 

23.8 

Europe 

3.0 

3.7 

2.5 

*•7 

1-7 

2.5 

3-6 

Unitcil Kin^^dom 

1.8 


1.5 

J.4 

1.0 

1.2 

1.8 

Mauritius 

2.6 

2.3 

1.2 

3.0 

2.6 

2.5 

2.3 

Ryukyu Islands 

2.8 

t.8 

1.5 

2.0 

1.1 

1.7 

1.5 

Other countries 

4.1 

— 

8.7 

4.6 

4.6 

4-7 

3-5 

Barter sales (total) 

— 

19.3 

22.7 

12.3 

5-3 

4.2 

5-3 

U.S.S.R. 

— 

1.8 

1(05 

4.6 

— 

1.6 

2.4 

China 

— 

6.0 

5.1 

4.1 

•5 1 


•3 

(Czechoslovakia 

— 

1 





.1 

Yu);»oslavia 

— 

1 



1 

. 0 1 

- 2.6 

^•5 

Other F^astern Europe 

— 

f 

7-1 

3-6 

4.8 ! 


.7 

Israel 

— 

J 



j 


•3 


Sottrccr, F.conumic Siinry of Burma, 0^56 throu^^h i960, and (Jiiarlcrly Bulletin of Statistics. 
I'lr.st Quartrr, 1958; data l(;r i95<i-6o from S.A.M.H. 

a. Indivulual country data add up to K 89.4 crores, l>ul published total is K 84.5 crores. 


cut in current governmental expenditures by wholesale, “across-the-board” 
reductions in personnel; reduction by a similar percentage of expenditures 
for diplomatic and consular establishments; and complete suspension of rela¬ 
tively unimportant departments and projects. To save foreign exchange, the 
Ministry proposed restrictions on the import of luxury goods. Somewhat 
plaintively, it pointed out that “previously, whenever a reduction in Govern¬ 
ment spending was recommended by the Finance Ministry and a conflict 
arose with other ministries, the Council of Ministers had always overruled 
Finance.” This memorandum was also referred to the economic consultants 
for comments. 

The consultants were satisfied that the objectives of the Ministry of Fi¬ 
nance and Revenue should be supported even though some of the specific 
measures it proposed were unacceptable. They had not been fully reconciled 
to the large program adopted over their protests the previous August, and 
they had seen no evidence since that time that the Government was deter- 
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mined to move promptly on the policy measures which they had urged as 
necessary complementary stejis following adoption of the 1954-55 
The time lost, especially in making sales commitments for the new rice crop 
and a substantial part of the carryover stocks, tiow led the consultants to an¬ 
ticipate a deficit of up to K 40 crores in the balance of payments during 1954- 
55, unless countervailing action were taken. Such a decline might break 
through the minimum currency cover required by law and, in their view, 
could not be permitted. After appraising the factors involved in both current 
and capital expenditures on both the domestic currency and foreign exchange 
sides, the consultants recommended: first, that current governmental expendi¬ 
tures be reduced moderately by approximately K 5 cn)res to the level origi¬ 
nally recommended, the cuts to be selective rather than across-the-board as 
proposed by the Ministry of Finance and Revenue; second, that the policy 
measures recommended in October be adopted and vigorously implemented; 
third, that it be made clear to the Government agencies that reparations 
credits could be used only witlun their modified approved cajiital programs, 
not as additions to them; and, fourth, that K 15 to K 20 crores be established 
as the maximum tolerable foreign exchange loss for 1954-55, and that a com¬ 
mittee of ministers be designated to implement this objective.*'^ 

Two special considerations were involved in this last recommendation. 
First, in the special capital program review of the previous August, it had 
|)roved exceedingly difficult to cut the capital programs of the agencies to 
tolerable levels, and it seemed clear that a control over their foreign exchange 
expenditures might be a much more effective device for achieving the de¬ 
sired result. Second, it seemed quite clear also that there were bound to be 
very substantial shortfalls in the domestic spending of the agencies for de¬ 
velopment purposes, and that these shortfalls were unlikely to be matched by 
corresponding cuts in their foreign exchange expenditures, which involved 
only purchases easily made abroad. It appeared therefore that in the absetice 
of foreign exchange control machinery, equipment and raw materials would 
pile up in the warehouses or on the docks and be subject to pilferage and 
deterioration, while foreign exchange reserves would be run down to an un¬ 
necessary degree. 

The retrenchmetit proposal of the Ministry of Finance and Revenue came 
before the Fxonomic and Social rk)ard at its meeting on January 28. Since 
Minister of Finance U Tin stated that his Ministry wished additional time to 
study the alternative proposals ot the consultants, the question was referred 
to the Finance Subcommittee of the Cabinet (U Ba Swe, U Kyaw Nyein and 
U Tin) and to the four-Minislry committee recommended by the consultants 
(Finance and Revenue, National Planning, Trade Development and the 

5. Memorandum submitted to the Economic and Social Board by Robert R. Nathan Associates, 
Inc., January 26, 1955. 
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Economic and Social Board). When the combined committees met on Febru¬ 
ary 2, the Ministry of Finance and Revenue finally gave up on its proposal for 
an across-the-board cut in Government personnel in the face of the argument 
that so blind a cut would be destructive of efficiency. However, the senior 
ministers decided to try to effect savings of .some K 30 crorcs in domestic and 
foreign exchange expenditures combined. I’hey appointed a subcommittee 
composed of U Thant, Dr. Hla Myint, U Kyaw Nyun (Secretary of the 
Ministry of Finance and Revenue), U Hla Mating and the chief economic ad¬ 
visor to work out a program. 

The subcommittee met the next week to consider the many possibilities, 
held intensive discussions with the operating agencies to determine where 
cuts in the capital program were feasible, and reported back to the ministers. 
The latter were in general agreement with the subcommittee’s findings that 
the 1954-55 capital program should be reduced by roughly K 12.5 crores 
(with savings of approximately K 6 crorcs in foreign exchange), that current 
governmental expenditures should be moderately curtailed and that moderate 
cuts should be imposed on private imports and governmental imports for 
private use. The Economic and Social Board on February ii approved in 
principle the proposed reductions of K to crores in domestic and K 20 crores in 
foreign exchange expenditure for 1954-55, but deferred decision on the means 
of achieving this goal.^‘ By the time the Economic and Social Board met again 
on the retrenchment jiroposals on March 6 the consultants had submitted an¬ 
other memorandum spelling out the details of the proposed savings — an ap¬ 
proximate K 12 crores reduction in capital programs (7 crores in foreign 
exchange), a reduction of K 3 to K 5 crores in current governmental expendi¬ 
tures, a reduction of K 2 crores in imports for private use by the Civil Supplies 
Management Board and a saving of approximately K 7 crores in private im¬ 
ports. In addition, they recommended the setting up of a foreign exchange con¬ 
trol authority to manage foreign exchange expenditures and commitments by 
Government agencies. These recommendations were approved, as were addi¬ 
tional recommendations: that policy on private investment be clarified; that 
International Monetary Fund and U. S. Government loans be considered in 
addition to the pending World Bank Loans; and (the oft-repeated earlier 
recommendation) that rice and other foreign exchange earnings be empha¬ 
sized.'^ It seemed therefore that some of the necessary decisions had been made, 
that others would shortly follow, and that the remainder of fiscal year 1954-55 
would witness a healthy consolidation. However, one of the recommenda- 

6. Rather inconsistently, that same meeting of the Economic and Social Board approved tlie 
proposal made by the Union of Burma Airways to purchase three expensive Viscount aircraft 
for international operations. 

7. Memorandum, “Ojmments and Recommendations on Financial Retrenchment in 1954-55,” 
Robert R. Nathan Associates, Inc., February 21, 1955. 
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tions adopted provided the springboard for a quite unexpected and serious 
development w^hcn it was publicly announced. 

The subcommittee had been mindful of the serious speculative and infla¬ 
tionary potentials inherent in any drastic curtailment of private imports. It 
had therefore tried to minimize the dangers by preserving the open general li¬ 
cense category of imports and by dealing moderately with other licensed 
items. With respect to the latter categories of goods, the recommendations 
were that the volume of new licenses to be issued be curtailed, and the validity 
of the very substantial volume of import licenses already issued be cut from 
12 to 6 months, with the proviso that only one half of their face value might 
be imported during the first six months of the year.^ When the decision of 
the Economic and Social Board was announced by the Ministry of Trade 
Development on the evening of March 6, it was stated that orders placed by 
importers against existing licenses up to March 7 would not be subject to the 
new limitation. On the following day, March 7, traders besieged the banks 
to open letters of credit, and cables sped overseas placing new orders against 
them.^* Banks worked late into the evening, and in many cases well beyond 
midnight, writing letters of credit. At the same time something of a panic 
developed in local markets. Intensive speculation and inventory building led 
to sharp rises in prices. And the trading community, anticipating that restric¬ 
tions might shortly be imposed on O.G.L. (Open General License) com¬ 
modities, started a letter of credit run on these as well. An emergency meeting 
of the Cabinet was held March 10 to consider how to deal with this situation. 
Foreign exchange reserves by now had dropped approximately another K 15 
crores from the October 1 level. Unfortunately, the Prime Minister and U 
Raschid, the most knowledgeable member of the Cabinet on these matters, 
were both away in Bangkok. The Cabinet decided to suspend the O.G.L. list 
to stop the run on foreign exchange. 

This decision was of course debatable, and it was debated at great length. 
On the one hand, it appeared quite possible that the traders’ scare and the run 
on foreign exchange would prove to be short-lived and that, if permitted to 
do so, it might quickly run its course, especially if the Government were to 
issue a reassuring statement to the effect that the O.G.L. List would not be 
suspended. Imports had been flowing in freely and in considerable quantity, 
and stocks in the country were thought to be in easy supply. Also, abolition 
of the O.G.L. List, which had until then accounted for more than two thirds 
of all private imports, and establishment of a complete licensing system would 

8 . For open general license items, it was also recommended, on the suggestion of U San Lin 
of the Union Bank, that traders be required to place substantial deposit margins against letters 
of credit. This recf)mmcndation was not accepted by the Board. 

9. The Board had of course intended “up to March 7 ” to mean through March 6 . The 
Attorney-Cicneral, consulted in haste, ruled otherwise. 



I Implementing the Program — Ati Overview 

obviously impose very severe strains on the personnel and the administrative 
procedures of the Ministry of Trade Development. It was highly doubtful 
whether the Ministry would be able to handle this additional burden effec¬ 
tively. On the other hand, there was no knowing how far the run on foreign 
exchange might go, if unchecked. On balance, the consultants favored riding 
out the scare, but the Government decided to play it safe. Undoubtedly the 
decision was a difficult one to make, and could presumably best be made by 
those familiar with the j')sychology of the Burmese trading community. 

The O.CkL. suspension decision constituted the climactic action of the first 
half of fiscal year 1954-55 stage for a number of developments 

that plagued the economy for the next two years, the influejice of which is 
still felt. It may be useful, therefore, to summarize the position as it then ap¬ 
peared and offer a perspective on the further action considered necessary at 
the time, as stated in a memorandum submitted by the economic consultants 
on March 15, 7955, under the heading “Selected Economic Policies and Pro¬ 
grams for Priority Attention.” 

After referring to the defensive .short-run measures recently approved by 
the Government for dealing with the foreign exchange situation, the con¬ 
sultants urged the necessity for longer-run policies and measures directed to 
the same objective. They once again recommended the highest priority for 
efforts to achieve higher levels of production and exports of rice, timber and 
minerals; expeditious action on foreign loans; the preparation of a foreign 
exchange budget; immediate action to control foreign exchange spending in 
accordance with the approved budget; specific measures with respect to 
private imports; and active consideration of tax and savings measures. 

In connection with these recommendations, a few brief observations may be 
in order. P'irst, in commenting on rice exports and on plans and procedures 
for the programing of imports, the economic consultants were not yet aware 
of additional but not yet publicly announced rice barter agreements concluded 
the month before with Czechoslovakia, Hungary and East Germany, or of 
still other barter deals concluded later which may have been pending at that 
time.^” These deals were to complicate enormously the problem of foreign 
exchange allocation and use, and reduce substantially the value in use of 
Burma’s apparent foreign exchange earnings. Secf)nd, because of the inexperi¬ 
ence of Burmese governmental administration, the consultants were being 
drawn into the “how” of foreign exchange spending by Government agen¬ 
cies and import programing and controls, as well as into the “what” of policy. 
Third, the sharp rise in the prices of many commodities following the O.G.L. 

10. Although the consultants enjoyed the confidence of the Government, they were not con¬ 
sulted about contemplated barter deals, or most other questions in which Soviet bloc nations were 
concerned. Whether this was because, as Americans, they were not expected to take an objective 
view, or whether it was because the Cjovernmcnt wished to spare them possible embarrassment, 
is uncertain. Perhaps both considerations had a bearing. 
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suspension indicated that the trading community would enjoy huge windfall 
profits for some time to coiric. This suggested that improved tax enforcement 
as well as changes in tax structure already recommended should be empha¬ 
sized. Finally, the memorandum sharply focused the dual character of the 
program needed — the short-run negative measures required to curtail ex¬ 
penditures in 1954-55, longer-term positive measures needed to in¬ 

crease ex})ort earnings and mobilize foreign aid. In the nature of the case, the 
latter measures would require more time. It was the restrictive measures 
which stood out in 1954-55 and for most of 1955-56. 

It was only at about this time, some six months after the fact, that the major 
details of foreign exchange transactions in the previous fiscal year 195^-54 
became known, and it became possible to appraise with accuracy the reasons 
for the unexpectedly large deficit in tliat year. An aside on this question may 
be ajipropriate here before proceeding with the chronological account. 

The Customs data, it will be recalled, had shown exj’jorts of K 107 crores 
and imports of K 95 crores, or a favorable balance of K 12 crores on trade 
account in 1953-54, The balance of payments data now showed export })ro- 
ceeds at K too crores and import payments at K 113 crores. These differences 
accounted for K 25 crores of the K 56 crores difference which needed explana¬ 
tion (K 12 crores balance of payments surplus in the Customs figures plus 
K 44 crores of deficit on total balance of payments account). The difference 
on the export side was accounted for by a lag in collections against rice ship¬ 
ments. Under the sales agreements, the Government purchasers paid 90 per 
cent against shipment, withholding 10 per cent for possible settlement of 
quality disputes. Over and above these withholdings, the State Agricultural 
Marketing Board fell behind in its invoicing and consecjuently in collections. 
I’he larger difference, however, was on the import side, where the payments 
figures were K iS crores larger than the customs figures. A small part of this 
difference was in the private imports, indicating forward payments. Pay¬ 
ments for Government imports, however, were K 15 crores larger than the 
Customs data indicated. Investigation disclosed that this huge difference was 
accounted for chiefly by two factors: certain Government imports, notably 
defense items, were for some reason classified by Customs as non-trade items. 
Second, the Customs practice was to register Government imports only when 
duty was paid on them. When payment of customs duties was deferred at the 
request of the agencies concerned, the imports were not included in the 
customs figures until later. The large deficit on non-trade account which 
made up the remainder of the difference was the large debt repayment to the 
United Kingdom and the debt settlement with India, of which the planners 
of course had been aware. Thus, of the “alarming” decline of K 44 crores in 
the foreign exchange reserves, some K 18 crores were due to non-recurring 
items, some K 5 crores represented accounts receivable, and a large but in- 
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determinate amount represented advance payments on both private and gov¬ 
ernmental account. The condition, while serious, had certainly not warranted 
panic. 

The most notable developments in the third fiscal quarter, ending June 30, 
concerned import and export trade, the control over governmental foreign 
exchange spending, foreign loans and the over-all economic development 
plan.^^ 

The return of Prime Minister U Nu and Trade Minister U Raschid shortly 
after the suspension of the O.G.L. led to an early modification of the extreme 
measures for control of imports. The O.G.L. was restored, although on a 
much more limited basis, and included goods of the type recommended by 
the consultants for automatic licensing. U Raschid also issued a statement to 
the trade which did much to allay the apprehension that had been created. 

Developments on the rice export front, however, were less encouraging. In 
addition to the barter deals with China, Czechoslovakia, Hungary and East 
Germany previously mentioned, discussions were under way with Ceylon 
and China looking toward a triangular trade deal in which China would buy 
rice from Burma on barter account and then exchange it for rubber with 
Ceylon. Because Ceylon would in turn ship rubber to People’s China, the ar¬ 
rangement might prejudice a possible U. S. loan to Burma. The outlook for rice 
exports was in any case dim, not because the potentials themselves were limited, 
but because the State Agricultural Marketing Board and the staff of the Min¬ 
istry of Trade Development seemed disinclined to fight for shipments of much 
more than i million tons. It was this spirit of defeatism which led the economic 
consultants to propose to the Prime Minister early in April that responsibility 
for rice export sales be given to private trade, even though they were aware that 
the socialist elements in the Government might find the proposal highly of¬ 
fensive. When this proposition was, at the Prime Minister’s suggestion, put to 
U Raschid, the responsible minister, he declared that such a move would be 
politically unacceptable and could not be considered. 

Real progress, however, was made toward controlling the foreign exchange 
commitments and expenditures of Government agencies. The four-ministry 
committee constituted for this [)urpose turned the operational responsibility 
over to a Committee of Deputies who were in fact secretaries to the minis¬ 
tries concerned. Working with the Executive Secretary of the Economic and 
Social Board, members of the Rangoon University Economics Faculty and 
the economic consultants, these officials reviewed the foreign exchange com¬ 
mitments of all Government agencies, established foreign exchange alloca¬ 
tions for them for the fiscal year and reviewed all major proposed commit¬ 
ments with an eye to determining whether they were in fact essential or could 

II. During this time U Tin Maung replaced U Thant as Executive Secretary of the Economic 
and Social Board. 
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be postponed.^^ Because of the need to allocate reparations and barter credits 
as well as free foreign exchange, U Soc Tin, who was responsible for repara¬ 
tions scheduling in the Foreign Office, was appointed staff director for the 
coordinated foreign exchange control operation. Information gathered in re¬ 
sponse to a questionnaire distributed by the control authority and in subse¬ 
quent meetings with the key agencies made it possible to impose very sub¬ 
stantial cuts on their proposed uses of foreign exchange. Agency foreign 
exchange commitments and proposals for further commitments during 1954-55 
were K 63.4 crorcs. Actual payments for the fiscal year, under control, turned 
out to be K 43.5 crores, a reduction of roughly one third. This result could 
not have been achieved in the absence of the control. 

On the foreign loan front developments were inconclusive. The Economic 
and Social Board had approved in broad the recommendation that foreign 
loans be sought from the International Monetary Fund and other govern¬ 
ments (the United States had been specifically mentioned), as well as from 
the World Bank. The Finance Subcommittee of the Cabinet was now asked 
to review the need for a foreign loan. After at least two lengthy meetings and 
a hearing of the economic consultants’ views, it made, a positive finding on the 
question. At about the same time the U. S. Government indicated informally 
through its Embassy in Rangoon that it would give every possible considera¬ 
tion to any loan request which Burma might make. The Prime Minister, 
however, was reluctant to act upon this invitation. He was aware of the pro¬ 
visions of the Battle Act restricting U. S. aid to nations which sold strategic 
commodities to Iron Curtain countries, and was unwilling cither to tie 
Burma’s hands in connection with arrangements for the sale of her rubber or 
to jeopardize the excellent state of U. S.-Burmese relations by accepting a 
loan which might occasion future reproaches. Also, he was scheduled to de¬ 
part shortly on a long trip which would include several weeks in the United 
States. He perhaps had it in mind to explore there the possibility he had 
raised the previous October, that the United States might buy some of 
Burma’s surplus rice. In any event, no further action on this front developed 
at this time. 

Although an action program had been developed to deal with the foreign 

12. U Mo Myit, who had replaced the late U Tin Pc as Secretary, Ministry of National 
Planning, some time before, became an important figure in the coordinating machinery which 
was now developing, along with U Kyaw Nyun, the Secretary of Finance and Revenue; U 'fin 
Mating, Secretary, Fxonomic and Social Board; U 'Jun Thaung, Secretary, Ministry of Indus¬ 
tries; Dr. 7 ’un Thin, Director, Central Statistics and Economics Dejiartment; and U Soe I'in, 
Director, Economics Division, Foreign Office. 

Other secretaries to government participated from time to time (notably U Ba San of the 
Ministry of Trade Development), as did officials of various Departments and Boards in matters 
concerning their agencies. So far as the Burmese Civil Service was concerned, however, it was 
the first-named six men who increasingly carried the planning, programing, coordinating and 
control responsibilities, with the assistance of the economic consultants, and subject to the policy 
decisions of the Government. 
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exchange problem in 1954-55, there remained the problem of the following 
years. U Raschid was concerned with this. He was keenly dissatisfied with the 
rationale of the development program as a whole, which he called a spending 
j)rogram but not a plan, with many of the projects included in it, and with 
what he considered the poor performance of the Ministry of National Plan¬ 
ning. On May 26 he therefore submitted a memorandum proposing a broad 
review of existing economic and social development plans. In view of the 
new appraisal of resource availabilities, he called for the reappraisal of proj¬ 
ects, for the establishment of clear priorities and for a rephasing of the entire 
program in the light of them. He also urged that the Economic and Social 
Board concern itself to a far greater extent than it yet had with the various 
questions involved in both ])lanning and program implementation, that the 
Board’s membership be reconstituted and that a (>)mmittee of Experts be 
created, composed for the most part of secretaries to the ministries represented 
on the Board, to screen and make recommendations on all matters coming 
before the Board. The lloard itself, he said, should meet every two weeks. 
Finally, he proposed cither a reactivation and strengthening of the Planning 
Ministry or its abolition and transferral of its functions to the Economic and 
Social Board. 

U Raschid’s proposals were considered on the eve of the Prime Minister’s 
departure for Israel, Yugoslavia, the United Kingdom, the United States and 
Japan. It was decided not to abolish the National Planning Ministry. How¬ 
ever, an Economic Planning Board was constituted under the chairmanship 
of U Ba Swe to review the entire development program as suggested and to 
function as the Economic and Social Board during the Prime Minister’s 
absence. U Ba Swe now directed that a review of the entire development pro¬ 
gram along the lines suggested by U Raschid be conducted within a two-week 
period ending June 15. When it was suggested that an adequate review could 
not be carried out within so short a period and that the most which could be 
hoped for would be a (]uick review of the 1955-56 program, the time allotted 
was extended by ten days. 

The Committee of Experts thereupon circulated a questionnaire calling on 
the agencies to submit within two weeks their proposed capital expenditures 
for each year through 1959-60. Each was to report: (a) its approved long¬ 
term program; (b) the program as the agency now believed it should be 
modified, giving due weight to its exjierience in the initial phases; and (c) 
the agency’s minimum essential program, on the assumption that foreign 
exchange would continue to be extremely tight over the next five years. This 
information was to be supplied for each major project within the agency’s 

13. Meetings of the Board had been held irregularly, and somciimes as much as a month or 
two ai)art, depending on the presence of, and pressure of business on, the Prime Minister. Since 
little of economic importance could be decided without reference to the Board, this point was 
one of increasing importance. 
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program (agencies like the Industrial Development Corporation and the 
Agricultural Resources Development Corporation had scores of projects), 
showing proposed domestic and foreign exchange expenditures separately. 
Detailed data were also requested on each project to make possible a con¬ 
sidered review of its economic and technical feasibility. On the suggestion of 
the economic consultants it was decided to review also the production and 
export programs of the major revenue or foreign exchange producing agen¬ 
cies so as to cover the resource as well as the spending side of the program. 
The Committee of Experts split into two subcommittees to deal simultane¬ 
ously with both aspects. 

The report of the Committee of Experts was made on schedule at the end 
of Jiine.^** As was to be expected, it had found that it could not deal with any¬ 
thing but the T955-“5b outlook in the allotted time, and this only in general 
terms, lliis outlook was indeed a dismal one, chiefly because the outlook for 
rice exports as presented by the Ministry and agency responsible was for 
earnings of some K 69 crores, of which K 22 crores would be in barter credits 
and only K 47 crores in free foreign exchange. In reviewing the capital pro¬ 
grams of the agencies, the Committee had given special consideration to the 
degree to which projects were committed (and the waste which the curtail¬ 
ment of committed projects would involve), to projects which promised to 
be productive of foreign exchange earnings or im[H)rtant to internal security, 
to projects of clear essentiality and to projects which could use substantial 
(juantities of reparations and barter credits. Review on this basis resulted in 
a capital program of K S2 crores for 1955-5^ and an availability of only K 40 
crores for all imports for private use, whether imported under private or 
governmental auspices. Implicit in this program was a huge governmental 
deficit with the private sector and an increase of some two thirds in the pri¬ 
vate money supply. 

On the spending side, the Committee recommended continued strict con¬ 
trol over governmental foreign exchange expenditures; specific allocations of 
foreign exchange for capital jirojects; imports of K 40 crores for private use; 
import of consumer goods, particularly textiles, from Japan, cither through 
reparations or credit arrangements or both; negotiation of deferred payments 
with suppliers and contractors wherever possible; and reduction in current 
departmental budgets. It clearly chose, however, a large-scale capital program 
rather than a level of consumer imports which would prevent serious inflation. 

On the production or receipts side, the Committee took into account some 
of the recommendations of the economic consultants. It urged that the State 
Agricultural Marketing Board be run as a business concern and placed in the 
charge of an individual invested with very broad powers; that the S.A.M.R. 
initiate as soon as possible sales of rice by tender or auction to the private 

14. Report oj the Expert Committee, June 29, 1955. 
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trade and engage commission agents in all important buying countries; and 
that a number o£ specific steps be taken to increase output and exports of 
timber, minerals and non-rice agricultural produce. 

The economic consultants, committed by representation on the Board of 
Experts to an apparent concurrence in all its views, entered a minority report. 
This report differed with that of the Committee in three important partic¬ 
ulars. It insisted that the volume of imports for private use could not be cut 
to the proposed austerity level of K 40 crores without disastrous inflation, and 
held that these imports must be maintained at a minimum level of K 65 to 
K 70 crores. It stated therefore that the Government had no choice but to 
seek a sizable foreign loan ii it pursued the other measures recommended by 
the Committee. Finally, it asserted flatly that the State Agricultural Market¬ 
ing Board was not competent to achieve the improvements in paddy quality, 
milling, marketing, shipments and earnings necessary and possible under the 
circumstances. These objectives could be achieved “only if private trade is 
permitted to participate in paddy purchasing, milling, storage, sales and 
shipping arrangements in far greater degree than at present.” It advocated, 
therefore, that rice exports be returned to the private trade, and that Govern¬ 
ment rely on an export tax to produce the revenues for which the S.A.M.B. 
was then responsible. 

Events now moved swiftly. The Economic Planning Board was plainly 
shaken by the experts’ report of the dour outlook for 1955-56 and the infla¬ 
tionary implications. It ignored, however, the experts’ recommendations that 
S.A.M.B. operations be placed under the control of one strong man, that 
responsibility for rice exports be returned to private trade and that a foreign 
loan be urgently sought. (It seemed quite clear that on this last point the 
members of the Board were merely complying with what they understood to 
be the position of the Prime Minister rather than reflecting their own views.) 
In substance, approval was given to the experts’ report and the proposals for 
a high level of capital program and a disastrously low level of imports for 
private use. More constructively, the Planning Board accepted the thesis that 
exports and export earnings simply had to be increased. After a strong plea 
by the economic consultants that two million tons of rice exports be estab¬ 
lished as a major national “must” target for 1955-56, it rejected the projections 
of the agencies for an export program of 1.5 million tons and approved in¬ 
stead a target of 1.7 to 1.8 million tons, which would yield approximately K 
80 crores in foreign exchange. It also approved specific measures to achieve 
the higher target, including a more aggressive export pricing policy and an 
upward revision of the prices paid to millers for quality gracles.^*"^ Approved 

15. Paddy purchased by S.A.M.B. was milled by private millers on S.A.M.B. account. The 
rates then paid for the milling of various grades made it more profitable for the millers to mill 
lower grades. Hence this point was important. 
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as well were higher export targets for timber and minerals and specific meas¬ 
ures for achieving the increases, including the provision of adequate security 
for the girdling of teakwood. The experts’ group was directed to follow 
through with the agencies concerned to insure performance on these increased 
export targets.^® 

Toward the end of the month the Prime Minister returned from his pro¬ 
longed trip abroad. While in the United States he had explored without result 
the possibilities of exchanging some of Burma’s surplus rice for funds to be 
used in the employment of U. S. technicians.^" He had also discussed the pos¬ 
sibilities of encouraging private investment from the United States and had 
talked to high officials of the World Bank. He was, however, still averse to 
the idea of a U. S. loan. 

Meanwhile a second round of capital program and related reviews had been 
held. Whereas in the first review a number of capital projects had been ap¬ 
proved, not because of their essentiality but rather because they seemed capa¬ 
ble of utilizing reparations and barter credits, these were now eliminated from 
the program on the assumption that it would be possible to use the repara¬ 
tions and barter credits previously allotted to them for the importation of 
either consumer or capital goods required by the private sector. This second 
review brought the capital program down from K 82 crores to K 60 crores. 
The proposed level of imports for private use was correspondingly increased 
from K 42 crores to K 55 crores. The picture, while easier than it had ap¬ 
peared some weeks before, was still extremely serious in terms of its prospec¬ 
tive impact on domestic prices. 

When the Prime Minister was briefed on the position and outlook, he 
quickly agreed that further steps were necessary. His directives resulted in 
further cuts in the 1955-56 capital program, which brought it down to K 56 
crores, and in an increase in the program of imports for private use, which 
brought it up to K 75 crores.^These changes, it was thought, would be 
adequate to prevent further sharp increases in domestic prices during 1955- 
56. There would remain, however, some danger on the foreign exchange side, 


16. As a symptom of the Government’s earnestness, U Ra Swe, at that time Minister of Mines, 
as well as Chairman of the Planning Board and Minister of Defense, called a large-scale minerals 
conference, attended by the industry representatives as well as district and agency officials, to 
instill vitality in the minerals production and export drive. 

17. This failure was, significantly, soon followed by the conclusion of a rice barter sales 
agreement with the U.S.S.R. for 150,000 to 200,000 tons for 1956. 

18. I'his compared with the peak level of K 86 crores in 1953-54, when imports were rela¬ 
tively uncontrolled. "J'he concept “imports for private use” was intended to include private im¬ 
ports (both licensed and O.G.L.), imports by the Civil Supplies Board for sale to the public, and 
certain imports made under special arrangements. These included industry requirements approved 
by the Industries Department, coal and coke supplies for the Railways and Electricity Boards, spe¬ 
cial supplies for the petroleum and mining ventures and gunnies for the State Agricultural 
Marketing Board. The term “private use” is not, therefore, exact. Nor docs it match the Customs 
classifications. 
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and the Prime Minister now agreed that a foreign loan should be sought as 
protection against a possible shortfall in rice exports and earnings below the 
target level. This would make possible an increase in the level of imports for 
private use to above K 75 crores, if necessary. The loan was not to be sought 
from the United States, but from India, and U Raschid was dispatched to 
negotiate it. But when U Raschid’s first reports from New Delhi indicated that 
India was prepared to make only K 5 crores available immediately, and pos¬ 
sibly another K 5 crores later on, the Prime Minister promptly decided to 
seek a loan from the United States, and cables went to Ambassador Bar¬ 
rington in Washington. 

What Burma requested from the United States was a loan of $50 million 
to bolster her balance of payments position. Only some days later, on U 
Raschid’s return from India, did it become clear that India's initial response 
had been based on a misunderstanding. India was willing to lend as much 
as Burma would undertake to repay within a three-year period beginning 
1959. It was decided, therefore, to request a loan of K 15 or K 20 crores from 
India on this basis. Meanwhile initial reactions from the U. S. Government 
indicated that a balance of payments loan was unlikely, that all other pos¬ 
sibilities were being carefully explored and that it would in all probability be 
possible, failing other alternatives, for the United Stales to render substantial 
assistance under Public Law 480 in the form of sale of surplus agricultural 
commodities for local currency. Since Burma’s largest imports were cotton 
textiles and yarns, a P.L. 480 program centering on U. S. surplus cotton could 
be very useful in augmenting scarce foreign exchange. At about this time a 
Burmese mission was preparing to depart for the annual meetings of the 
World Bank and the International Monetary Fund where, it was hoped, talks 
with officials might facilitate the conclusion of early loan agreements. Thus, 
although the fiscal year j 954-55 had involved a continuous semi-crisis over 
the foreign exchange problem, as the year drew to a close it appeared that 
early relief was in sight. 

Indeed, agreement in principle was reached in Washington by the end of 
September on a $20 million P.L. 480 program, and an understanding was 
reached with India within the following month for a combined loan and 
credit of K 20 crores. 

At the central governmental planning and control level, 1954-55 had been a 
difficult and trying year. In some respects, however, it was a year of consider¬ 
able accomplishment. Gross domestic product, in real terms, increased by 6.4 
per cent despite a very small increase in agricultural production. Increases 
occurred in all sectors of the economy, most notably in state marketing. Rice 
exports rose substantially to 1.63 million tons from 1.27 million tons the 
year before. While total rice stocks had not been reduced, their composition 
had changed. Much old rice had been shipped. That part of the 1955 crop 
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which had not been sold was held in the form of unmilled paddy, less liable to 
spoilage. Despite the sharp drop in average price per ion received (from 
^49.7 to ^38.9), the value of shipments actually increased slightly from K 84 
crores to K 84.5 crores. The decline in the foreign exchange reserves was held 
to K 24 crores. The year-end holdings were K 52 crores, slightly above what 
was considered the safety level. But rice export proceeds had been well below 
the value of shipments. S.A.M.B. receivables had increased close to K 10 
crores during the fiscal year, and were now sf)me K 1^-15 crores. The official 
foreign exchange holdings therefore considerably understated the real posi¬ 
tion. Public capital expenditures, held down by two rounds of program cuts 
and by a rigorous control over foreign exchange commitments and spend¬ 
ing, reached a new high level of K 61 crores (net of foreign debt repayments). 
Another important step forward was the adoption by the Cabinet of a state¬ 
ment of policy to encourage private investment both foreign and domestic. 

Of the general economic measures, only those for the privately held money 
supply and consumer prices occasioned concern. Privately held money supply 
had increased by K 20 crores from the level of K 89 crores of a year before — a 
rise of more than 22 per cent. While the austerity index of consumer prices 
for low income families in Rangoon had increased only 7 per cent from the 
previous September, the clothing component had risen by 55 per cent, re¬ 
flecting hoarding and speculation in cotton textiles and yarns. The food 
component, up only 3 per cent from the previous year, did not reflect the 
very substantial increase in the prices of imported foodstufTs and provisions 
seldom bought by low income families. Price increases from March 1955, 
when the O.G.L. was suspended, to September 1955 were, however, much 
larger, since prices at that time were well below the levels of the previous 
September because of large-scale imports and seasonal factors. The total cost 
of living index rose 14.7 per cent, textile prices 60 per cent, and food costs 18 
per cent in the second half of the year. On the reparations front, most of the 
year had been spent in protracted negotiations with the Japanese on im¬ 
plementation of the agreement. The increasing volume of rice export 
sales on open or barter account was disturbing. And on the most important 
front of all — internal security — progress was disappointing. 

Nevertheless, the government now looked forward to the remainder of the 
program period with renewed confidence. The capital program for 1955-56 
had been cut to the maximum degree consistent with commitments. Rea¬ 
sonably adequate provision for consumer imports had been made. Some 
determination had been instilled into the export drive. More realistic rice 
export pricing would be practiced, and was expected to result in increased 
export volume and earnings. The deferred decision to seek more foreign 
loans had been made, the necessary steps had been taken, and early results 
could be anticipated. While 1955-56 would undoubtedly be another year of 
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stringency, the period beyond would be easier. With many presently com¬ 
mitted capital projects then completed (some of them substantial foreign 
exchange savers), the capital program could he adjusted with greater flexi¬ 
bility to resource availabilities as they then appeared. This was the substance 
of the confident message which Prime Minister U Nu gave to the nation in 
his speech of September 28, 1955. 

For these reasons, I am convinced our financial situation is basically sound and 
under control. Our financial future, as well as our physical and spiritual future, is 
not gloomy, but bright. We face a period of temporary financial stringency, as I 
have stated, in the next financial year, after which conditions will case. The fact 
that after a period in which expansion of Government expenditures was en¬ 
couraged, economy is now to be practiced, does not constitute a financial crisis. 
Neither does the fact that private and consumer imports may, for a period of a 
year, require to be limited to essential goods, constitute a crisis. In fact. Gentlemen, 
there is no crisis. There is only an adjustment — a moderate adjustment — to the 
facts of life as we know them. We are in a position of a man who, when his in¬ 
come was high, and in anticipation of high continued earnings, bought himself 
a large expensive automobile. His income now having been somewhat reduced, 
but still considerably in excess of his current requirements, he may have to give 
up the more expensive car in favour of a less expensive one. Things may be a bit 
tight until the changeover is made — but his is no crisis either. 

A unique combination of circumstances, centering on the import situation, 
was, however, to result in a powerful domestic inflationary development in 
the coming year, reversing almost completely the face of the economic coin 
as it had appeared in 1954-55, prolonging the tension to which the econ¬ 
omy had been subject. The fight for economic stability, initially on the 
foreign exchange front, now became for a time a fight against domestic in¬ 
flation. 



CHAPTER 12 


The Fight for Economic Stability: 
The Domestic Inflation Side— 
1955-56 


The fiscal year 1955-56 opened auspiciously with substantial progress in the 
mobilization of foreign resources. With an understanding already reached 
with the U. S. Government for the purchase of approximately $20 million 
worth of surplus U. S. agricultural commodities (chiefly cotton), to be paid 
for in local currency, negotiations continued on matters of detail. Further 
negotiations with India improved the initial understanding that India would 
extend a loan of K 10 crores and a credit of an additional K 10 crorcs. An 
agreement signed in mid-October modified this to provide that the entire 
K 20 crores would be in the form of a loan freely convertible into all sterling 
area currencies. The rate of interest was to be 4 per cent, and the principal 
was to be repaid in eight half-yearly installments, beginning March 1959. 
Negotiations were being conducted simultaneously in Washington with the 
International Monetary Fund, looking to a draw of dollars against Burmese 
currency, and discussions indicated a favorable outcome. Indeed, the only 
question seemed to be whether Burma would be permitted to draw only two 
thirds of her maximum quota (up to that time the maximum draw permitted 
to any member country) or allowed to draw 100 per cent. Finally, the World 
Bank had undertaken to send another mission to Burma in November, this 
lime to consider specific loans, chiefly for the railways and the port of Ran¬ 
goon. In the light of previous discussions with the Bank there was every 
reason to anticipate that the results of this mission would be positive. 
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The other important element in the foreign exchange picture was of course 
the rice exports, where a disposition to continue with barter deals was in¬ 
creasingly evident. 7 'hc inconclusive talks which Prime Minister U Nu had 
conducted earlier in the year with the U. S. Government on the exchange of 
rice for the services of U. S. technicians seemed to have led to the conclusion 
that Burma had no alternative but to sell more of her surplus rice to the 
vSovict blocJ The Prime Minister departed in mid-October on a one-month 
trip to the Soviet Union, Poland and several other nations. In November 
three-year rice barter agreements were concluded with Czechoslovakia and 
Poland for the annual sale of 100,000 tons and 50,000 tons respectively. The 
following month another one-year agreement was concluded with People’s 
China, also on barter account, for 150,000 tons. 

The mobilization of foreign resources and the continuation of rice export 
sales on open or barter account to Soviet bloc countries were, however, not the 
only considerations as the Government approached the all-important prob¬ 
lem of arranging for an adequate flow of imjiorts for private use in 1955-56. 
There was no question of the Government’s desire to arrange for such a flow. 
General elections were scheduled for April. The Government was keenly 
aware that since the modification of the Open General License System the 
previous March there had been substantial increases in the prices of imported 
goods — chiefly textiles — and that this might well have an important influ¬ 
ence on the vote. It therefore wished to arrange for the importation of a large 
volume of consumer goods in the first half of the fiscal year to contain prices 
and, if possible, to reverse their direction. 

This desire led to two broad decisions — one, since the total volume of such 
imports would have to be modest, to cut out inessential goods and bring in 
large volumes of the more essential commodities; and two, to shift responsi¬ 
bility for importing and distributing some of the most essential goods from the 
private sector to the Civil Supplies Management Board, the Government 
monopoly for essential consumer goods imports. Higher-priced textiles, vari¬ 
ous foods and provisions and a number of other commodities were among 
those somewhat hastily adjudged to be of the luxury or non-essential type and 
slashed from the import program. Low-priced textiles, edible oils (an important 
element in consumer goods imports), cement, wire nails and C.G.I. and 
asbestos-cement sheets for roofing were among the commodities added to the 
import and distribution program of the Civil Supplies Management Board.^ 

1. Since the potential tonnages involved in such an arrangement with the United States were 
very small — the agreement later consummated involved only 10,000 tons — the logic of such a 
conclusion is not clear. 

2. Since the P.L. 480 program then under final negotiation would provide mostly cotton 
textiles — the total import program called for K 12 crorcs of textiles and K 6 crores of cotton 
yarns and P.L. 480 would provide K 8 crorc.s of cotton textiles, or two thirds of that program — 
P.L. 480 was vital to the import program for the year. 
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At the same time, responsibility for the importation and distribution of elec¬ 
trical appliances and supplies was taken from private trade and assigned to the 
Government-owned Electricity Supply Board and its Rangoon subsidiary. 

I'hesc changes in the composition of imports and in the structure of im¬ 
porting and distribution itself were of course in addition to the major struc¬ 
tural change already made the {uevious spring. Whereas formerly two thirds 
of all privately imported goods had been under the automatic Open General 
License, less than one third would now be brought in under it. lliis last 
change had two important implications. On the administrative side, it meant 
a great deal more work for the Ministry of TVadc and Development on the 
issuance of licenses. On the importers’ side, it meant that the newly licensed 
goods would have to be irn[>orted by inexperienced Burmese traders whose 
major business heretofore had been the selling of licenses rather than the 
importation and distribution of goods. 

On top of all this, the decision to allocate barter credits for the importation 
of consumer goods required that import licenses would somehow have to be 
tied, in part at least, to specific foreign exchange allocations. This meant that 
inexperienced importers would be buying from government monopolies in 
Soviet bloc countries where availabilities and choices were limited, where new 
procedures had to be worked out for every phase of the procurement opera¬ 
tion, where qualities were inferior and where, prices were non-competitive. 

The highly involved scheduling, programing and allocations involved in 
the 1955-56 import program arc illustrated in Tables 20-2^. The derivation of 
the K 16 crores of barter credits proposed for utilization in the private use 
imports program may be seen from Table 20. Of the K 21 crores ol private 
licensed imports, some K 9 crores were to be purchased from barter coun¬ 
tries, some K 8 crores from other countries and over K 3 crores from India 
(Table 21.) 

Responsibility for dealing with this formidable complex of problems rested 
primarily with the Ministry of Trade Development. The Committee of 
Experts — each of whom had his own full-time job to do — was heavily 
engaged in still another review of the long-term capital program and in 
negotiations with the World Bank Mission, which had by this time arrived. 
The review was directed to the formulation of a revised three-year ca[)ital 
program beginning 1956-57, which would be compatible with Burma's lower 
foreign exchange earnings. Concern was expressed to the Ministry of Trade 
Development and to the Economic and Social Board, chiefly by the economic 
consultants, about the difliculties into which the import program seemed to 
be heading. It seemed even then that there was inadequate provision for 
textiles, food and provisions and building materials. 

What the consultants questioned most seriously, however, was the decision 
nearly to triple the import program of the Civil Supplies Management Board 
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b. May request Civil Supplies for breakdown, g. K 20 lakhs have been provided for motor spare parts and acces- 

c. Includes K 13 lakhs of additional rice sales in exchange for tex- series, printed books and periodicals from dollar countries. 

'ilcs- h. K 20 lakhs from K i crore of the original allocation have now 

d. Includes credit of K 91 lakhs from last year’s account. been provided for dollar areas, 

c. Includes debit account of K 50 lakhs of last year. 
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Proposed Private Imports from Barter Sources in 1955-56, 
BY Commodity and Country of Origin 
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Table 23 

Import Program of tiie Civil Supplies Management Board, 
1955-56, BY Commodity 

(K iMkhs) 


Sugar 150 

Tinned milk 175 

Infant milk 65 

Cotton yarn 600 

Silk yarn 100 

Textiles 500 

Cement 30 

Gunnies 50 

Building materials 180 

Groundnut oil 70 

Sewing thread 60 

Fishing nets and twine 10 

SlafT shop, miscellaneous, etc. 55 

Subtotal 2,000 

Canned fish 120 

Enamel ware 30 

Total 2,150 

Derailed Breakdowns: Textiles and Building Materials 
Textiles (monopoly) 

Plain grey cloth 35 

Plain grey sheeting 20 

White long cloth and shirting 250 

White mulls (Moyarnan) 15 

Dyed shirting twill 180 

Total 500 

Building materials (monopoly) 

Asbestos I o 

Corrugated sheets 150 

Steel wire nails 20 

Total 180 


Source: 1955-56 Import Program, as submitted to Economic and Social Board by Trade De¬ 
velopment and Planning ministries. 


(from approximately K 8 crores to approximately K 21.5 crores) at the ex¬ 
pense of private importers, at a time when efficient implementation of the 
import and distribution program was of paramount importance. A program 
increase of this magnitude would pose serious problems for even a long- 
established, efficient commercial organization. It seemed clear that to assign 
such a task to a relatively untried Government organization restricted by 
red tape was simply to invite unnecessary trouble. These warnings did re¬ 
ceive some consideration. They resulted, however, not in a decision to curtail 
the planned expansion of the Civil Supplies program, but rather in a weak 
attempt to make provision for some of the distribution problems that the 
enlarged program would necessarily involve. 

But the problem of import license issue to the sharply curtailed private 
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sector was the most difficult of all. This was dealt with entirely within the 
Ministry of Trade Development, and the planning authorities became privy 
to its procedures only several months later. Importers had been invited some 
months before to register themselves for up to six lines of trade. There were 
something over 3,200 registered importers to deal with in connection with 
licensed goods, and only K 21 crores worth of licenses were to be issued. The 
largest registration for any single line of goods was for textiles, with some¬ 
thing over 1,000 registrants. Import licenses were to be allotted to applicants 
in the ratio of ten or five times their paid-up capital, depending on the cate¬ 
gory into which they fell. Obviously, any attempt to distribute the limited 
value of the import licenses — out of a combined textiles and yarns program 
of some K 18 crores, private importers were to be assigned a total of K 7 
crores only — would mean issuance of licenses so ludicrously small on the 
average as to be practically impossible of utilization.'^ 

U Raschid, the Minister of Trade Development, was aware of this. He 
attempted to reduce the number of registered importers by issuing a ques¬ 
tionnaire designed to establish whether the applicants were bona fide import¬ 
ers or only fly-by-night operators interested in obtaining import licenses for sale, 
but this came to nothing because of pressure from the Burmese trading com¬ 
munity. The difficulty was compounded by the naivete and insecurity of the 
officials at the Ministry of Trade Development, which prevented them from 
using common-sense methods in the allocation of foreign exchange to the im¬ 
port licenses. Since most import licenses were for a few thousand kyats only 
and both sterling and barter credits had to be allotted, a formula was needed 
for the allocation of either sterling or barter credit in a given country to 
individual licensees. Only in this way could the further chopping up of li¬ 
censes be avoided. Since, however, free foreign exchange was obviously much 
more desirable, and even within the barter-credit category licenses issued on 
countries like Czechoslovakia or East Germany would be far more desirable 
than would be those, say, on Hungary or Poland, the Ministry officials, in the 
effort to be fair and to avoid complaints, “solved” this problem by giving 
proportionate shares of all these credits to each licensee. Finally, since each 
license had to be laboriously computed and completed by hand in four orig¬ 
inal copies — the Ministry of Trade Development had no computing ma¬ 
chines or duplicating equipment (other than typewriters and mimeograph 
machines) and refused to make carbon copies of the licenses — the mere 
mechanics of license issue was simply hopeless. The operation was an ad¬ 
ministrative monstrosity. 

Import licenses for textiles for the six months beginning October i, 1955 in 

3. The K 4.5 crores of textile licenses later issued for the first half of the year to, say, i,ooo 
importers meant an average license value of some K 45,000 or about $9,500. While many licenses 
would be larger than average, others of course would be smaller. These values were reduced by 
foreign exchange allocations. Obviously, import procurement could not be efficiently conducted 
in such small lots. 
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the amount of K 4.5 crores were issued only on December 26, when half 
the period had already gone by. As if all this were not enough, the P.L. 480 
agreement, which had been counted upon to finance two thirds of the total 
cotton textile import program in 1955-56 (partly for private importers and 
partly for the Civil Supplies Board), had run into a number of snags. At the 
end of 1955 it had still not been concluded. Yet, since final agreement was 
expected from day to day, the officials concerned continued to wait — as did 
that portion of the import program. 

Mention should be made here of several other significant economic de¬ 
velopments during the closing months of 1955. One of these was the in¬ 
auguration of a “hire-purchase scheme.” Under it the Industrial Development 
Corporation undertook to import equipment from the barter account coun¬ 
tries and sell it to local enterprisers on the installment plan. I’his represented 
not so much a modification in the Government’s attitude toward the private 
sector as recognition of the need to utilize the credits piling up as a result of 
rice exports on open account. It was the fact, however, rather than the motive, 
which was significant. Ironically, Burma’s sale of rice to the Soviet bloc na¬ 
tions was responsible for the first substantial assistance the Government ac¬ 
corded in the independence period to indigenous non-farm producers. 

A second development was the genesis of the later “exchange of gifts” 
between the U.S.S.R. and Burma. Shortly after the Prime Minister’s return 
from his trip to the Soviet Union, Messrs. Khrushchev and Bulganin repaid 
his visit in Rangoon, with the result that an agreement was reached on the 
spot, providing for Soviet agricultural and industrial aid in return for Bur¬ 
mese rice."* The U.S.S.R. would also make Burma gifts of a technological 
institute and a transport plane. 

Another noteworthy development was the conclusion of a rice sales agree¬ 
ment for 1956 with Japan at prices 12 per cent below those of the previous 
year. This also liquidated the previously established price differential between 
the higher-priced grades bought by Japan and the standard S.M.S. (42 per 
cent broken) grade, which meant that S.M.S. prices could be reduced even 
more than 12 per cent without affecting the Japanese contract. Thus an ele¬ 
ment of flexibility was introduced into Burma’s rice marketing which had been 
sadly lacking before. Marketing developments by this time were such that U 
Raschid had become hopeful that 2 million tons of rice might be sold and 
shipped in the fiscal year 1955-56. These prospects encouraged Burma to take 
the stand that the barter countries could not purchase Burmese rice for resale 
to other Burmese markets.’'* 

It was not until late in January 1956 (the fourth month of the fiscal year) 

4. This arrangement cut across an understanding already reached with the World Bank that it 
would bring an agricultural mission to Burma. The news that the Soviet Union would provide 
experts led the World Bank to cancel its own plan. 

5. A number of instances of resale at market-breaking prices had already come to light. 
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thai planning officials became aware of the distressing lag in the import pro¬ 
gram and of many of the complexities and difficulties which had developed 
in it. ffhe occasion was a mccling of the Foreign Exchange Control Sub- 
commiuee, called for the purpose of reviewing the foreign exchange position. 
U Ba San, Secretary of the Ministry of IVade Development, reported that the 
total of private import licenses thus far issued for i955-“56 was less than K 5 
crores, out of a total of over K 21 crores. Of these, he reported, less than K 3 
crores were for textiles imports, out of a total of K 7 crores for the private 
sector. It was immediately clear that much valuable time had been lost and 
that steps of an emergency nature were needed to expedite the lagging im- 
j)ort prr)gram.^‘ (airrent and complete data on prices were of course not at 
hand. It was, however, common knowledge that textile import licenses were 
selling in the market place at a premium of 150 per cent over their face value. 
Spot retail prices of many textile and imported food and provision items, as 
well as of such items as soap, photographic film, razor blades, sewing thread, 
bathtubs, electric fans, tires and tubes, and any number of other goods were be¬ 
ing c]uotcd at double and tri|)lc their prices of some time ago. U Iki San revealed 
the difficulties encountered in the issue of import licenses, and frankly ad¬ 
mitted that his Ministry did not know how it could speed up issue with its 
existing staff." It was concluded that emergency action on textiles imjK)rts was 
needed, increasing the total textile program from K icS to K 22 crores; that 
extraordinary measures should be taken to sj-jccd up license issue and imports 
of consumer goods; and that additional clerical staff should be authorized for 
the Ministry of Trade Development. In order to enable the recipients of im¬ 
port licenses of small value to utilize them, it was also decided to permit 
groups of holders to consolidate their licenses and treat them as one larger 
license. TEese recommendations were brought immediately to the Trade 
Minister.^ 

^rhe meeting with U Raschid, the Trade Minister, confirmed the recom¬ 
mendations. He decided to increase the size of the textiles import program 
immediately by approximately K 4 crores, divided equally between Civil 
Supplies and private inqiorters. No time would be recjuircd for the issue of 
additional private import licenses, since the value of those already issued could 
he increased by announcement on the part of the ministry. Meanwhile, the Civil 
Supplies I^)oard would be given an additional foreign exchange allocation so 
that it would not have to wait for consummation of the P.L. 480 agreement. 


t). It was also clear that it would no longer be ))ossible to arrange for the import of sufficient 
quantities of consumer goods to achieve the previously hoped-for impact on prices in time for the 
general elections. 

7. It had not, however, requested l)udgelary approval for tlic additional clerks needed. 

8. A check made on the progress of the Civil Supplies Management Board import program 
revealed that this too was badly lagging, mostly because the P.L, 480 resources allocated to Civil 
Supplies for its textiles import program had not yet become available. 
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These were of course partial measures only. Coincidentally, the Cabinet 
asked the economic consultants for advice on how prices might be contained 
and for their views on certain measures which had been considered within 
the Cabinet itself. This request made it possible for the consultants to bring 
the entire import question to the Cabinet, as the supply side of the problem, 
and to urge the necessary remedial measures.® 

Their recommendations stressed swift action to increase the issue of private 
import licenses to the program level, particularly those for textiles; to reduce 
the Civil Supplies import program in favor of more private licensing and im¬ 
ports; to expedite to the maximum extent the procurement and distribution of 
the reduced Civil Supplies imports; to conclude and implement the P.L. 480 
agreement with the United States; to utilize the India loan to implement the 
import program to the extent necessary; to try to get the Soviet bloc countries 
to ship the goods required from them against Burma’s rice credits at an early 
date and at reasonable prices; and to set rice prices at levels which would per¬ 
mit the cash sale of all the rice Burma was able to ship. On the demand side, 
the consultants recommended: efforts to eliminate waste and inefficiency in the 
Government, particularly in public enterprises; improved enforcement of 
existing tax laws and strengthening of the tax structure; development of 
schemes to increase and mobilize private savings; and discipline with respect 
to future capital expenditures. They also urged action to expedite loan ar¬ 
rangements with the World Bank and, once again, intensified efforts to im¬ 
prove rice, timber, minerals and other export production and earnings.^® 

The Government by this time was too preoccupied with preparations for 
the forthcoming general elections to give the price and supply problems the 
full attention they required, but a number of useful steps were taken. The 
issue of private import licenses was speeded up. In the first four months of the 
fiscal year only some K 5 crores of private import licenses had been issued; 
in the next six weeks, the figure was K 7 crores. Finance Minister U Tin 
and Supply Minister Bo Min Gaung were dispatched on emergency procure¬ 
ment missions to India and Japan respectively, and arranged for substantial 


9. In considering the price increases which had taken place, the Cabinet was evidently un¬ 
aware of the serious lags in the import program and of their effect on prices. The Cabinet at¬ 
tributed price increases to speculation, hoarding and “black money” resulting from profiteering 
and tax evasion. The Government had, therefore, considered such “remedial” measures as the 
purchase of gold abroad for domestic resale at very high prices, the granting of tax and other 
amnesties to “illegal and black market money” to bring it out of hiding and get it deposited in 
banks, the imposition of price controls and possibly the reciuisitioning of private import shipments 
for resale by the Government. The economic consultants, for perhaps obvious reasons, saw no 
merit in the first three of these proposals. 

10. “A Programme for Dealing with Higher Prices,” Robert R. Nathan Associates, Inc., 
February 2, 1956. The consultants did not recommend at this time (as they later did) that action 
be taken to reduce radically the number of registered importers. They and the central planning 
and control authorities were now “moving in” on Ministry of Trade operations for the first time, 
and did not yet appreciate the importance of this factor. 
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early deliveries from those countries, chiefly of cotton textiles. The Govern¬ 
ment, having recognized the contribution which prolonged negotiations over 
the P.L. 480 agreement was making to delays in the planned import program, 
now cut through the remaining red tape and on February 8 concluded arrange¬ 
ments with the United States for the purchase of $20.8 million worth of sur¬ 
plus commodities, including $17.5 million worth of cotton.^^ 

Civil Supplies procurement was also stepped up. Important, though belated, 
was the Government’s decision to reduce the price of export rice S.M.S. grade 
to £'^6 per ton on a government-to-government basis — a somewhat greater 
reduction than had been made for Japanese grades — and to give preference 
to cash buyers. Impressed by the contributions which such a decision might 
make to the fight against price inflation, it also decided in principle, on the 
advice of the economic consultants, that the Government enterprises under 
construction should be organized into separate corporations and that shares 
in these companies should be offered for sale to the private sector. 

It was at this time that the idea of joint ventures in the import field, pre¬ 
viously decided upon by the Economic and Social Board in December T953, 
came under consideration again. Fleeting consideration was even given, for 
the first time, to the recommendations on tax reform presented by Dr. 
Musgrave under Robert R. Nathan Associates auspices in September 1954. 
This was a result both of the interest awakened in U Kyaw Nyein, the In¬ 
dustries Minister, in this idea and of a savings scheme suggested by the 
economic consultants. No action, however, was taken on these fronts. 

By the middle of February, newspaper reports indicated that substantial 
declines in prices had occurred. Textile prices had drop[)ed 30 per cent from 
their recent highs and textile licenses, which had been commanding pre¬ 
miums of 150 per cent, now brought premiums of “only” 50 per cent. The 
Government’s actions, and the publicity given them, had indeed had some 
effect. This respite was unfortunately destined to be of short duration only. 

At about this time a rather interesting question arose on the pricing of 
commodities by the Civil Supplies Management Board. Since most imported 
commodities were selling in the market place at substantial markups over 
C.I.F. prices and the Civil Supplies Board was selling comparable goods at 
far lower prices, there was naturally a considerable run on Civil Supplies 
items at their retail outlets and at the consumer cooperatives which acted as 
major distributors for them. Civil Supplies met this problem by rationing the 
quantities which one purchaser could buy at a given time. There was no 
doubt, however, that the commodities so purchased were being resold at far 


11. Approximately half of the cotton so purchased was to be used to pay third countries for 
processing the remaining cotton into textiles which would be imported into Burma. 

12. Attempts to implement this decision bogged down in the following months for a variety 
of reasons to be described later. 
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Table 24 

Consumer Price Index and Value of Imports, 

1953-54. 1954-55 and 1955-56 





Percentage ('diangc 




1953-54 

March 1953 



1954-55 

to 

to 


1953-54 

March Sept. March 

1934-55 

March 1936 

Consumer price 





index (1Q41 = loo): 





Total 

305 

284 326 313 

+ 6.8 

4 '10.2 

Clothing 

340 

330 527 583 

+55.0 

+77-.5 

FockI, drink, edible oils 

344 

3 <J 5 355 3^8 

■f 3-1 

+ 7-5 



i935-3b 

Percentage 

Change 



1st Half 

1953'54 

1953-54 



(Annual 

to 

to 


1953-54 

1934-55 Kale) 

1954-55 

1935'-56 

Imjiorts in K crorcs: 





Total 

94-7 

90.6 83.0 

— 4-3 

—12.4 

Consumer goods 

70.5 

62.1 53.6 

—11.9 

—24.0 

Textiles 

17.8 

12.4 8.6 

—30.3 

—51.7 

FVxkIs and provisions 

16.2 

i6.g 11.4 

+ 4-3 

—29.6 


Sources: Quarterly Bulletin of Statistics, Supt., CIovi. Priming and Stalioiicry, Rangoon, Sec¬ 
ond Quarter 1956, p. 91, and First Quarter 1938, p. 135; Economic Survey of Burma 1057, 
Table 29, p. 39. 

Note: The 1941 = 100 index is shown here because it was the one used at the time. The 
index was changed twice thereafter, first to a 1952 base, and then to a 1958 base. 


higher prices in the bazaars. To recapture these windfall profits which were 
bound to persist so long as goods remained in short supply, and for fiscal 
reasons, the economic consultants recommended that Civil Supplies prices for 
the less essential commodities be adjusted upward to a point moderately be¬ 
low prevailing market prices. While this idea had some appeal to the Gov¬ 
ernment, decision on it was postponed until after the general elections. 

The general position at the end of March 1956 with respect to consumer 
goods prices and imports is shown in Table 24.*'* The consumer price index 
showed a total increase of 10,2 per cent from March 1955 to March 1956, with 
increases of 77.3 per cent for clothing and of 7.5 per cent for food, drink and 
edible oils. As has previously been observed, this index for a workers’ family 
in Rangoon — the only consumer price index then available — reflects the 
prices of imported goods adequately only in its clothing component. The data 
on consumer goods imports explain the increases in considerable degree. 

13. Citation of March 1956 data at this point should noi be taken to mean that the data were 
available shortly alter the end of that month. They were obtained under emergency pressure 
only toward the end of May. 
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From 1953-54 to 1954-55 consumer goods imports declined 1T.9 per cent, 
with textiles imports dropjiing 30.3 per cent. I'rom 1953-54 to the first half of 

1955 -56 (annual rate) consumer goods imports declined 24 per cent, with 
textiles imports declining 51.7 per cent and food and provisiens 29.6 per cent. 

The price effect of the decline in imports was compounded by increases in 
the privately held money supply. Each additional crorc of planned imports 
would have meant the surrender of j crore of domestic currency for the pur¬ 
chase of foreign exchange. C'onversely, each lag of 1 crore in the volume of 
private imports meant that much more domestic currency in circulation. 
From March 1955 to March 1956 the |’)rivately held money supply increased 
from K 101 crores to K 138 crf)res, or about 37 per cent. At the same time 
foreign exchange reserves had increased from 51.6 crores at the end of the 
fiscal year 1954-55 7 ^ crores by tlie end of March 1956. A little more than 

one third of this increase was accounted for by the new reserves obtained by 
the March draw from the International Monetary Fund. The remainder 
represented an increase neither planned for nor desired. It had accrued largely 
as a result of lags in the jilanncd import program. 

It may be useful at this point to mention briefly a number of other develop¬ 
ments of economic significance which occurred during the January-March 

1956 period. The so-called Three-Year Plan for the period beginning 1956-57 
was finalized and presented to the Economic and Social Board. The basic 
idea was to add a new third year to the forward schedules each time the first 
year went into implementation, and thus to have a continuously revolving, 
near-term, realistic plan. Predicated on a conservative outlook for rice export 
proceeds of some K 75 crores per year, the plan envisaged that only some K 
25 crores of foreign exchange per year would be available for capital ex¬ 
penditures, and called for a maximum capital program of some K 45 to K 
50 crores per ycar.^‘* It worked out suggested allocations within these totals 
for the major agencies and projects. The industry, electric power, transporta¬ 
tion and social programs — being the largest — were of necessity the hardest 
hit. The Three-Year Plan, however, never received formal approval by the 
Government. Two factors were chiefly responsible for its still birth. The first 
was the progress being made in the mobilization of foreign resources, which 
modified the resource picture even as the Three-Year Plan was in its final 
stages. The second was that the Prime Minister was dissatisfied with the 
austere nature of the Three-Year Plan, which provided no funds for the new 
Rangoon hospital and other projects to which he was attached, and had be¬ 
gun to think of a new four-year plan consistent with the emerging resource 
pattern which would have a life span comparable to the period between gen¬ 
eral elections. 

14. So great was the emphasis placed on foreign exchange in the program’s formulation that 
no analysis was made at the time of its domestic currency implications. 
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The Three-Year Plan did, however, serve a number of useful purposes. It 
probed many weak spots in the capital program. It established more clearly 
the facts about commitments already entered into by the operating agencies 
and the degree of flexibility which remained for adjusting and rc-phasing the 
program. It helped the operating agencies to understand the programing 
process better and to improve their programs, and it provided a better analysis 
of the foreign exchange requirements of the long-term capital program than 
had been available before. Finally, it indicated to the World Bank that Burma 
was serious about adjusting her capital expenditures to her resources, and 
was undoubtedly an important factor in the Bank’s decision not long after to 
extend two important loans. 

During these months the report of the Land and Agricultural Planning 
Commission, organized more than a year before, was nearing completion. 
The Commission, composed of a number of capable Burmese officials and 
assisted by the economic consultants and a number of other foreign special¬ 
ists, was engaged in a massive effort to bring together all the pertinent facts 
bearing on Burma’s agriculture and to develop major policies and programs. 
Undoubtedly its most important contribution was the reaffirmation of the 
previously accepted goal of restoring rice production and exports to their pre¬ 
war level. The severe declines in rice export prices since this goal was ac¬ 
cepted by the Pyidawtha Conference had shaken the (Government’s confi¬ 
dence in its feasibility, and certain influential ministers had even suggested 
that Burma should perhaps seek to curtail her production of paddy in favor 
of other commodities. The L.A.P.C. report helped to counteract such senti¬ 
ments. 

Perhaps the most important of the non-price developments during this pe¬ 
riod were those on the foreign loan front. Sometime in January, even before 
the conclusion of the P.L. 480 agreement, talk of a U. S. development loan to 
Burma had been revived, first with the U. S. Embassy and later with Howard 
Jones and Kenneth Young of the State Department in the course of their 
separate visits to Burma.^'"^ These discussions covered three possibilities — the 
future use of U. S. kyat proceeds from P.L. 480 sales for domestic currency 
development loans; the exchange of some 10,000 tons of Burmese rice for the 
services of U. S. technicians; and a new dollar development loan. The figure 
mentioned by the Burmese for a new dollar development loan was $150 mil¬ 
lion. This, it was held, would make possible an increase in capital expendi¬ 
tures, for the remainder of the long-term program period, from the annual 
level of K 50 crores, which it then appeared Burma could finance, to the annual 
level of some K 70 crores she desired. These discussions contributed to positive 
results in the following months. Furthermore, in March arrangements were 
concluded with the International Monetary Fund for a draw of $15 million. 

15. Howard Jones was Deputy Assistant Secretary for Far Eastern Economic Affairs; Kenneth 
Young was Director, Division of Philippine and Southeast Asian Affairs. 
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This was the first time the LM.F. had accorded any member country the 
privilege of a draw equal to too per cent of quota. 

Also of interest during this period was the negotiation of an agreement 
with Israel, with whom a barter agreement covering 10,000 ^ons of rice had 
been concluded in the closing months of J955. The 1956 Israeli negotiating 
mission was headed by the dynamic Mr. David Hacohen, who had been 
Israel’s first minister to Burma. The Israelis proposed a number of joint 
ventures to the Burmese. These included a highly imaginative and ambitious 
plan to put one million acres of land in the Shan States under wheat cultiva¬ 
tion, the output to be purchased by Israel; a joint construction company, in 
which the Israeli partner would be the Solel Bonch; a joint shipping com¬ 
pany; joint ventures in a rubber products plant and an oil paints and varnish 
factory; and various other ventures. After only a few weeks of negotiations, 
agreement was reached in principle on most of the proposals. The most 
notable exception was the joint shipping company, in connection with which 
the Burmese feared an awkward situation vis-a-vis Egypt over Suez Canal 
passage. 

At about this time, word came from the World Bank that it was now ready 
to negotiate details of specific railway and port loans, and a mission was dis¬ 
patched to Washington for this purpose. In March the U. S. Government 
made it known, at long last, that it was prepared to purchase 10,000 tons of 
Burmese rice to help meet emergency food shortages in East Pakistan. The 
proceeds of this purchase, amounting to approximately ft million, would be 
used by Burma to procure the services of American technicians. This proposal 
was inadequate, and it came too late. 

At the very end of March Mr. Mikoyan visited Burma. His visit continued 
and broadened the discussions carried on late in 1955 with Messrs. Khrush¬ 
chev and Bulganin. The result was a four-year agreement with the U.S.S.R. 
for the annual sale, mostly on a barter basis, of 400,000 tons of rice. Taken in 
conjunction with other barter arrangements already concluded, this brought 
Burma’s potential annual shipments on barter account to some 800,000 tons of 
rice — 50 per cent of the previous year’s shipments. The earlier understand¬ 
ing that the U.S.S.R. would make Burma the gift of a technological institute 
now mushroomed suddenly to include six major projects — the technological 
institute, a hospital, a hotel, an industrial exposition hall and grounds, an 
agricultural exposition and grounds and a sports stadium complex. The “gift” 
agreement was of a vague and general kind. While Burma had volunteered 
to make “gifts” of rice in return, there was no indication whether these would 
be on a token or an et]uivalent value basis. No cost estimates of the Soviet 
“gifts” had been made. Further, it was not clear whether the Russian con¬ 
tribution would cover only the foreign exchange cost of these projects or the 
entire cost; nor was it specified when Burma would pay in rice for these 
“gifts.” 
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The first weeks of the third quarter of the fiscal year (beginning April 
1956) constituted almost a hiatus in the supervision and control process. The 
ministers were almost completely preoccupied with the general elections. U 
Tin Mating, the Executive Secretary of the Economic and Social Board, 
U Kyaw Nyun, the Secretary of the Ministry of Finance and Revenue, and 
Dr. I’un Thin, the Director of the Central Statistical and Economics De¬ 
partment, were in Washington for the World Bank negotiations. U Mo Myit, 
Secretary of the Ministry of National Planning, had called up all the operating 
agencies of the Government pursuant to new instructions from Prime Minis¬ 
ter U Nil, and requested them to submit once again revised requests for the 
new four-year program which was to be coterminous with tlie life of the new 
government. 

With the United States P.L. 480 agreement, the International Monetary 
Fund draw, the India loan arrangement and an indeterminate but substantial 
Soviet credit for a number of major projects, the resource picture had been 
substantially improved. On top of this, and spurred no doubt by the gift ex¬ 
change arrangement with the U.S.S.R., the U. S. CTOvcrnment now offered to 
provide an initial development loan of $25 million and to lend to Burma 
the domestic currencies which would accrue to the United States from the 
P.L. 480 sales agreement. The Prime Minister, therefore, instructed the agen¬ 
cies to submit their capital program requests for the next four years on the 
basis of what they believed was really needed, rather than in the light of a 
restrictive resource pattern such as had been imposed on them in the develop¬ 
ment of the stillborn Three-Year Plan. With the Ministry of National Plan¬ 
ning thus occupied and other key administrators away, there was little action 
on the price front. One special problem, however, must be described. 

Under the terms of the P.L. 480 agreement with the United States, some 
$17.5 million worth of U. S. cotton was to be sold to Burma for domestic 
currency. This wms designed to provide imports of cotton textiles in equiva¬ 
lent value to Burma; that is, Burma would make arrangements with third 
countries to process roughly half the cotton provided by the United States, 
and pay for the processing with the remainder of the cotton. Negotiation of 
the P.L. 480 agreement itself had taken more than four months after agree¬ 
ment had been reached in principle the previous September.^® While all this 


16. This prolonged delay was due to a number of factors. The Burmese, quite understandably, 
were somewhat cautious in dealing with a completely new kind of arrangement, and numerous 
questions occurred to them during the course of the negotiations. The political implications of 
the arrangements were such that decision on the Burmese side had to take place at the cabinet 
level. Each time a question was raised — whether on modification of the commodity composition 
of the program, what was meant by the United States requirements to avoid disruption of normal 
international trade patterns or the use of private trade channels in procurement and distribution — 
it was taken up by the Burmese Embas.sy in Washington and referred back to Rangoon for 
decision. Perhaps all these questions could have been resolved in one short week had a U. S. mis¬ 
sion with adequate authority come to Rangoon. 
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was going on, however, the Ministry of Trade Development, which was 
responsible for ultimate implementation of the agreement, took no action to 
arrive at preliminary understandings with the nations which were ultimately 
to process the U. S. surplus cotton. The decision had been made to arrange 
for the processing with four countries — Japan, India, the United Kingdom 
and West Germany. But negotiation of processing agreements began only 
after the U. S. agreement had been concluded, and the procedure was to 
negotiate with the processing countries seriatim. Once again, excessive caution 
on the part of officials resulted in prolonged delays in reaching agreements. 

The general elections of 1956 were held in April. Because of insecurity in 
some parts of the country, they were not held simultaneously in all districts, 
and returns were somewhat slow in coming in. Even on the basis of early re¬ 
turns late in April, the results were keenly disappointing to the Government. 
While there was no doubt that the A.F.P.F.L. coalition would return a strong 
majority to the parliament, it seemed clear that the A.F.P.F.L. would get 
something less than half of the total vote cast and that the National United 
Front — the newly formed opposition coalition which included many 
strongly leftist elements — would win perhaps one third of the total vote and 
between 40 and 50 seats. This outcome was variously laid to terrorism on the 
part of the insurgents, financial aid from the wSoviet and Chinese embassies, 
the public’s irritation with higher prices, and a growing disaffection in the 
C(^untryside because of the arrogant behavior of corru[)t local A.F.P.F.L. party 
machines. The (lovernrnent evidently gave some weight to all three of these 
explanations. Its initial response was to determine that topmost priority would 
have to be given henceforth to control of the insurrection and to action to con¬ 
tain and reduce prices. This view was further strengthened in May, when the 
final election returns confirmed the earlier ones. The consultants were once 
again asked to prc})are a paper on what shottld be done. 

It seemed that this time the Ciovernment really meant business, and the 
ctmsultants exerted every effort to bring together the facts bearing on the 
case. As of the middle of May the latest available data on prices, imports, 
foreign exchange transactions and other relevant indicators were those for 
the previous November or December. The CAaitral Statistical and Economics 
Department of the Ministry of National Planning was pressed to run special 
emergency tabulations to bring the necessary data through March.^^ Toward 
the end of May the consultants’ paper was ready.^^^ 

17. This emergency merely highlighted once again a situation which had persisted through¬ 
out the planning and early implementation periods, in that current data required for planning, 
l^rograming and management purposes were simply not readily available. 7 ’hc consultants used 
this occasion to request U Mo Myit, the Secretary of the M.N.P., to issue a directive to the 
C.S.I'..D. requiring that organization to produce, no later than the 15th of the month following 
the end of each pieccding month, a new internal Government publication called “Economic- 
Indicators,” which thereafter did much to improve the earlier statistical deficiency. 

18. “A Note on Anti-Inflation Measures,” Robert R. Nathan Associates, Inc., May 29, 1956. 
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At about this time Trade Minister U Raschid returned from India, where 
he had just concluded an important agreement for the sale of 2 million tons 
of rice over a live-year period.^® The economic consultants’ paper on methods 
of dealing with the inflation problem was then in process of duplication, and 
U Raschid was in substantial accord with their recommendations. He urged 
the Prime Minister to give them his immediate and personal attention. This 
led to a lengthy meeting with the Prime Minister and with U Kyaw Nyein 
on the evening of June i, at which the recommended program was carefully 
reviewed. 

The consultants’ recommendations were not very different from those they 
had made almost four months before. This time, however, they put more 
stress on short-term action on the supply side of the problem, since the soon- 
to-bc-considered Four-Year-Plan would deal with the longer-term demand 
side. The May recommendations also went further than those of February in 
that they urged the liquidation of all commodity monopolies held by Civil 
Supplies, the addition of a number of essential short supply items to the 
O.G.L. list, and early action on 1956-57 licensing and procurement. They 
also urged Burma to seek free transfer of credits from any country in the 
Soviet bloc to any other country in it."® 

The Prime Minister, once he had assured himself that the country could 
afford the foreign exchange drain which might be involved in the imple¬ 
mentation of these measures, was prepared to approve them in toto, U Kyaw 
Nyein, however, objected quite strenuously to two of the recommendations — 
termination of Civil Supplies monopolies over essential commodities and in¬ 
clusion on the O.G.L. list of some of the items then handled by Civil Sup¬ 
plies on a monopoly basis. He particularly objected to such treatment for 
tinned milk and cotton yarn. It was quite clear that the Civil Supplies mo¬ 
nopoly was important in U Kyaw Nyein’s thinking in two primary respects 
— one, as a device for squeezing Indians, Chinese, Pakistanis and other 
foreigners out of the import and distribution trade and, two, as a technique 
for broadening socialization of the economy. It was decided that tinned milk, 
cotton yarn and possibly one or two other items should be retained as Civil 
Supplies monopolies, and that Civil Supplies procurement and distribution 
of these items should be augmented. Other Civil Supplies monopolies would 
be terminated, and the items transferred to the O.G.L. list. 

The Prime Minister decided to act swiftly on these matters. The entire 


19, India would take 300,000 tons in 1956, 500,000 tons in 1957 and again in 1958, and 

350,000 tons in 1959 and again in 1960. The price would be XI34 1956, X]33 for 1957 and 

jC 32 for 1958. Prices for 1959 and i960 were left open for future negotiation. 

20. Credits established in People’s China and Czechoslovakia had proved to be readily usable. 
In the case of other countries, particularly the Soviet Union, the reverse was true. The sale of 
rice to the U.S.S.R., designed to help Burma, had resulted in effect in the extension of a no- 
intercst $20 million credit to the Soviet Union. 
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program would be placed before the Executive Committee of the A.F.P.F.L. 
the following day and before the Cabinet on June 4. Full publicity on the 
anti-inflation program was to be released to the press immediately followipg 
the Cabinet’s decision. Finally, the Prime Minister decided to assign responsi¬ 
bility for implementing the decisions to a new Executive Subcommittee for 
the Implementation of Anti-Inflation Measures.“^ 

The newspapers of June 5 featured the story of the Government’s new pro¬ 
gram to contain and reduce prices. Particularly stressed were the decisions to 
speed up the issue of import licenses, to expedite actual imports, to conclude 
cotton-textile processing arrangements required by the P.L. 480 program, to 
terminate Civil Supplies monopolies on many essential consumer goods, to 
place under the Open General License a number of essential commodities 
whose prices had risen sharply in recent months and to take timely action to 
insure a large volume of imports for private use in 1956-57. It was also an¬ 
nounced that a high-powered committee had been constituted to carry out 
this program. 

The new Executive Subcommittee did indeed get to work at once. It moved 
swiftly to expedite cotton textile-processing arrangements with Japan, the 
United Kingdom and India. Whereas in the four months since the conclu¬ 
sion of the P.L. 480 agreement with the United States only one processing 
agreement — that with West Germany — had been concluded, the three re¬ 
maining agreements were negotiated within the space of a few short weeks. 
A review of the Civil Supplies monopoly position resulted in agreement at 
the committee level that the Board’s import and distribution monopolies on 
low-priced textiles, cement, fishing nets and twine, tires and tubes, asbestos 
and C.G.I. sheets and wire nails should be terminated, and that only monop¬ 
olies on sugar, condensed milk, infant foods and cotton and silk yarns should 
be retained for the time being. These recommendations were accepted by the 
Prime Minister. The Cabinet, however, approved only the termination of 
monopolies on asbestos sheets and on one grade of cotton textiles.^" 


21. Within recent weeks the Prime Minister, convinced by now of the need for improved 
FJcrformance by Government agencies engaged in economic activities, had set up still another 
committee, the Standing Committee for Supervision and Coordination. The six members of this 
committee were U Tin Maung, Executive Secretary of the Economic and Social Board; U Win Pe, 
the Cabinet Secretary; U Mo Myit, Secretary of the Ministry of National Planning; U Kyaw 
Nyun, Secretary of Finance and Revenue; U Chan Tha, Director of the much-feared Bureau of 
.Special Investigation; and U Ba Khin, Director of Commercial Audit (and also Chairman of the 
State Agricultural Marketing Board). The duty of the S.C.S.C. would be to supervise the 
operations and insure the integrity and efficiency of the stale-owned boards and corporations. 
With the exception of U Chan Tha, committee members — in addition to their other duties — 
were already variously heavily engaged in the Committee of Experts to the Economic and Social 
Board, the Foreign Exchange Control Committee and various other ad hoc committees. These six 
civil servants, together with tlie chief economic consultant, were now to compose the executive 
anti-inflation subcommittee. 

22. The economic consultants had of course argued vigorously for the termination of the 
Civil Supplies monopoly on all items. The basic argument put forward on the other side was that the 
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The consulianis had meanwhile come up — renewing U Raschid’s earlier 
intention — with the recommendation that the list of registered importers 
should be severely “vetted” or reduced. This proposal was approved, and 
referred to the Ministry of Trade Development for action. Progress was also 
made on other fronts. The (Jovernment’s efforts to achieve an understanding 
that credits it had established anywhere within the Sino-Soviet bloc could be 
used anywhere else within that bloc were partially successful. The U.S.S.R. 
agreed that K 5 crores of the credits to Burma’s account in the U.S.S.R. 
might be used in Czechoslovakia.“'^ Preliminary action was taken towards a 
large import program for 1956-57. Arrangements were made to schedule im¬ 
port license issue for 1956-57 to preclude delays in implementing the larger 
program. And it was decided to decentralize Government procurement so as 
to permit the operating agencies responsible for carrying out the capital pro¬ 
gram to procure directly all their requirements except common user items, 
respcmsibility for which would remain with the Ministry of Supply. 

One very important obstacle to the effectiveness of the anti-inflation pro¬ 
gram had dcvelo()cd at its very inception. A key element was the decision to 
add to the Open General License list a number of items in short supply whose 
prices had sky-rocketed. These included dried fish and prawns, onions, cocoa- 
nut oil, tires and tubes, machinery and selected building materials. The Gov¬ 
ernment’s press release of June 5 had indeed declared that such action would 
be taken. This news naturally was distressing to the Burmese traders, who 
enjoyed priority privileges in the issue of import licenses and would lose it 
were these commodities placed under Open General License. The traders now 
argued that the move would permit Indian and Pakistani traders to use the 
imports as an instrument for capital flight, and thus result in a rapid rundown 
of the foreign exchange reserves.^*’" 

These objections of the Burmese trading community, coinciding as they 
did with the Government’s long-established Burmanization policy and its 
fear and suspicion of the alien traders, were responsible for the introduction 


Civil Supplies Board could not survive without some monopoly privileges. Since the sole argument 
for the entire Civil Supplies operation was that it would insure the supply of essential com¬ 
modities to consumers at lower i)riccs than would be the case with private trade, this position 
was completely without logic. 

2^. Several attempt.^ to arrange for the utili/.ation of Burma’s U.S.S.R. credits in People’s China 
met with no success. 

24. Centralized procurement had been put into effect some time before on the insistence of 
Prime Minister U Nu in order to minimize opportunities for graft and corruption. As in the 
case of the too .suddenly enlarged procurement and distribution program of the Civil Supplies 
Management Board, the Central Purchasing Board had not been able to discharge this cxj)andcd 
responsibility adequately. Program implementation, already highly inefficient, was further affected 
by the poor flow of supplies. 

25. It was widely believed that alien traders evaded foreign exchange controls on remittances 
and capital transfers by collusive underpricing of exports and over-invoicing of imports. Such 
collusion with overseas associates was undoubtedly practiced, but notions of the extent of the 
practice were probably highly exaggerated. 
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of a radical innovation in the structure of the import trade. The Government 
was, of course, unwilling to leave matters as they had been up to that time; 
however, it was equally unwilling to press forward with its earlier decision to 
place the commodities concerned under Open General License. Going back 
to the National Day speech of Prime Minister U Nu in December 1953 and 
the Fourth Resolution of the Economic and Social Board, the Government 
determined to enter into joint venture corporations with the Burmese traders 
and to give these corporations a monopoly on the importation of the goods in 
question. This decision was made on the evening of June 12"® at a meeting 
with representatives of the Ihirmese trading community and their chambers 
of commerce, over the strong protests of the economic consultants. 

The hasty decision to form joint venture trading cornj)anies for the im- 
j)ortation of textiles (other than those grades reserved to the Civil Supplies 
Board), foods and provisions (including dried fish and prawns and edible 
oils), hardware and selected building materials items, etc., had not been 
thought through. In the ensuing weeks it was determined that each of the 
new trading corporations would be assigned responsibility for two or more 
commodities, so that at least a modicum of competition could be maintained 
between them; that their capital would be equally provided by the Govern¬ 
ment and the private partners; that the amount of capital any single indi¬ 
vidual or firm could subscribe to any of the new trading corporations would 
be limited; and that distributors and retailers would be permitted to subscribe. 

These determinations did little to counteract the basic weakness of the 
original decision. It was poor policy to establish additional monopolies in the 
import and distribution of scarce commodities. It was even worse policy to 
share these new import monopolies with private individuals and firms. On 
top of this, the Government made the serious mistake of thinking that it 
would be possible to organize the new joint venture, trading corporations 
within the space of a few short weeks and to have them assume responsibility 
for the imports assigned to them forthwith. In fact, it was many months be¬ 
fore the first of the joint venture trading corporations came into being, and 
many weeks after that before it was ready to operate. In the meantime the 
Government issued no licenses to other traders for importation of the goods, 
with the result that supply deficiencies and rising prices persisted in these 
fields well into the following fiscal year. 

The anti-inflation subcommittee had meanwhile continued its efforts to 
control inflation but they had become increasingly desultory, and had met 
with something less than success. This was not surprising. All through this 
period the key members of the subcommittee had been engaged also in de- 

26. A week earlier Prime Minister U Nu had declared his intention to resign from office for 
a period of eight months, in order to devote himself to correcting the organizational weaknesses 
and internal abuses which had developed in the A.F.P.F.L. He had, earlier on the day of the 
meeting, formally turned the reins of government over to U Ba Swe. 
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velopmcnts in connection with the new Four-Year Plan, in the budget review 
and capital program for 1956-57, in matters concerned with the U. S. and 
other loans, and in their foreign exchange control duties, as well as in their 
individual ministerial or other organizational duties. Furthermore, although 
the subcommittee had been given a nominally executive character, it could 
in fact make no important decisions on its own and had to await opportuni¬ 
ties to present its views to the political leaders for approval. Finally, the sub¬ 
committee could not of course look continuously over the shoulders of the 
officials in the Ministry of Trade Development, the Civil Supplies Manage¬ 
ment Board and other agencies to insure that they were carrying out the 
policies and measures efficiently and in all respects. For example, the com¬ 
mittee declined to force upon reluctant Trade Ministry officials a simplified 
import license issue procedure devised by the economic consultants. It did, 
however, take action when the Civil Supplies Board, declining to procure 
textiles in the U.S.S.R. because of the inferior quality, limited choice and high 
prices, refused at the same time to permit these textiles to be allocated to private 
importers. 

Toward the end of September, which marked also the end of the fiscal year 
1955-56, the economic consultants, pointing to this disappointing progress, 
recommended that U Kyaw Nyein, who held by now the title of Deputy 
Prime Minister for National Economy, be designated Chairman of the Exec¬ 
utive Subcommittee to give greater authority to the committee and to super¬ 
vise implementation of its decisions. This recommendation was approved. It 
is worth noting that the implementation of anti-inflation measures was least 
effective with respect to the proposed reduction in the excessive number of 
registered importers. While the Ministry of Trade Development officials con¬ 
cerned had given assurances that the “vetting” process would be completed 
by a special board set up for the purpose within some three months, virtually 
no action had been taken by the end of the fiscal year. Indeed, no substantial 
action along this line was taken during the remaining life of the A.F.P.F.L. 
Government, which endured until September 1958. 

It is time now to pick up the threads of other important economic de¬ 
velopments, previously described up to March-April of 1956. Sometime in 
May the Government accepted the March offer of the U, S. Government to 
pay $1.1 million for 10,000 tons of Burmese rice to relieve distress in East 
Pakistan, the money to be used to engage the services of American tech¬ 
nicians, and the agreement was concluded shortly thereafter. Also in May, 
the World Bank granted two long-awaited development loans, a total of 
$19.35 million ($14 million to the port of Rangoon and the balance of $5.35 
million to the Burma Railways). The strength shown by the opposition in 
the general elections had made it extremely difficult, however, for the Bur¬ 
mese Government to respond positively to the U. S. $25 million April de- 
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velopment loan offer, particularly because of the restrictions which then 
existing U. S. legislation (the so-called “Battle Act” amendment) would im¬ 
pose on Burma’s economic relations with the Soviet bloc countries. Prime 
Minister U Nu was nevertheless desirous of accepting a U. S. development 
loan, if this could be done in a manner consistent with Burma’s position of 
neutrality and would not tend to create further irritations in Burmese-U. S. 
relations. This interest was communicated to the United States at the high¬ 
est level. The “Battle Act” restrictions were of course unacceptable; Burma 
would not undertake to restrict her freedom of action vis-a-vis the Soviet bloc 
nations. If, however, the United States would still be willing to grant the loan, 
and any future action on Burma’s part should make it necessary for the 
United States to terminate the loan, Burma would understand the necessity 
and would not regard the termination as an unfriendly act.^" 

The highly important five-year, two-million-ton rice sales agreement with 
India has already been mentioned. Still another May development was the 
arrival at Rangoon port of massive shipments of cement from the Soviet 
Union, which brought the port operations almost to a standstill. On one of his 
several procurement missions Bo Min Gaung had placed orders for some 
100,000 tons of cement in the Soviet Union, apparently because cement was 
the only commodity available in quantity for early shipment, and because it 
was desired to utilize the credits which were piling up to Burma’s account in 
the Soviet Union. The inexperienced Burmese had unfortunately given no 
thought to the problem of scheduling deliveries, and the Soviets apparently 
thought they were meeting their customer’s wishes by shipping all the 
cement off as quickly as possible. On its arrival — unhappily coincident with 
the onset of the monsoon — storage facilities were simply not available, and 
distribution plans had not been worked out so that it could rapidly be trans¬ 
ported away from the docks. Ultimately, a sizable portion of the shipment 
spoiled in the rains. 

Other experiences with the barter countries, not quite as dramatic, were 
leading Burma to take an increasingly dim view of further rice sales on open 
account to Soviet bloc countries. Trade Minister U Raschid confirmed the 


27. The Prime Minister was indeed disposed to view generously the actions of. the United 
States, even when these directly aflcctcd Burma’s economic interests. Such actions were primarily 
U. S. disposal of surplus wheat and rice to Asian countries under the same P.L. 480 arrange¬ 
ments as had been made available to Burma with respect to cotton. Undoubtedly, U. S. disposal 
of rice and wheat to India, Pakistan, Indonesia and other countries in the region did affect 
Burma's commercial rice marketings adversely during the previous years. Yet, when an informal 
inquiry was made at about this time by the U. S. Embassy about Burma’s attitude toward a then 
contemplated U. S. P.L. 480 disposal of rice to Indonesia, the reaction of the Prime Minister was 
that Burma had no wish to express an opinion or to intervene. His reasoning — not com¬ 
municated — was that Burma should not interfere in any action which might bring food to the 
mouths of the hungry peoples of Asia; that the United States was perfectly capable of forming 
an adequate judgment on such transactions; and that in any event any opinion expressed by 
Burma might not seriously influence any decision made by the United States. 
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complaints o£ the Burmese importing community about poor availabilities 
and higher prices. And Prime Minister U Nu made a public statement in 
which he declared that Burma’s decided preference was of course for cash 
sales, and that sales on barter account had been made only as a result of un¬ 
happy necessity. In fact, on the eve of his departure for India to negotiate the 
long-term rice sales agreement, U Raschid had already ordered the State 
Agricultural Marketing Board to go slow on any further barter account sales. 
This, however, did not affect the conclusion of sales agreements with Hun¬ 
gary and Bulgaria for 50,000 and 20,000 tons respectively, which had been 
under negotiation for some timc.“^ 

Prime Minister U Nu’s resignation from office in June did not signal any 
radical changes in Government policy or program. Indeed, the policy state¬ 
ment issued shortly after his resignation by U Ba Swe’s new Government 
had been prepared at U Nu’s direction and approved by him. In broad, the 
Government now declared that its major objectives would be to reduce the 
civil insurrection, maintain the established policy of neutralism in inter¬ 
national affairs, and strive to reduce domestic price levels. In pursuit of this 
last objective it would shun new development [)rojccts and trim capital ex¬ 
penditures to the level of available resources. 

Early in July the U. S. Government responded to the communication re¬ 
garding its $25 million loan offer and in effect eliminated “Battle Act” restric¬ 
tions. Other questions remained, particularly those concerning requirements 
imposed in the Mutual Security Act legislation for audit and end use checks 
and controls by U. S. rei^rcsentaiives. Ifiesc questions were satisfactorily 
settled, and some time in September the Government indicated to the United 
States its acceptance of the $25 million loan offcr.^‘* 

Preparation of the Four-Year Plan requested by the then Prime Minister 
U Nu the preceding April had continued throughout the remainder of the fiscal 
year. In its later stages, this work had coincided and been coordinated with 
the 1956-57 budget review. The Four-Year Plan as now prepared took into 
account the added foreign resources already mobilized and in process of 
mobilization. The prospect of continued substantial deficits on the domestic 
currency side, however, had prevented any substantial increase in the prospec¬ 
tive capital program above the level of K 45 crores earlier incorporated in the 
Three-Year Plan. The Four-Year Plan now^ proposed average capital ex¬ 
penditures through 1959-60 of about K 50 crores per year. Even this modest 


28. Thr economic consultants had submitted notes as early as March and April I 055 warning 
of the dangers inherent in the rice barter deals then being made, and had continued to criticize 
them thereafter. The improving outlook for selling rice to cash customers at lower prices now 
made it possible for them to point out tliat the continuation of already existing barter sales 
arrangements threatened to cut into potential cash sales and earnings. This put the matter in 
quite another light so far as the Thirrnese Government was cr»nccrncd. 

29. The agreement was not, however, formally signed until March 1957. 
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level, it was held, would require not only continued reliance on foreign re¬ 
sources, but also major efforts to increase domestic resources through vigor¬ 
ous action on the lax front and greater efficiency in the public enterprises. The 
plan gave increased emphasis to agriculture, timber and mining. Signifi¬ 
cantly, it provided for a large-scale land reclamation program to restore some 
two million acres of land to paddy cultivation, and for much needed im¬ 
provement of rice storage facilities. 

The operating agencies had submitted requests for a capital program of 
some K 85 crorcs in 1956-57. I’heir budget demands were reviewed by the 
work-horse Committee of Experts under the chairmanship of the new Dep¬ 
uty Prime Minister for National Economy, U Kyaw Nyein. This review re¬ 
sulted in a proposed 1956-57 capital program of K 65 crores.'^*’ 

The economic consultants were convinced that the recommended program 
for 1956-57 was considerably in excess of prospective resources and that, if 
approved, it would contribute substantially to continued inflationary pres¬ 
sures in the following fiscal year. 7 Ecy urged, therefore, that K 55 crores be 
established as the maximum permissible capital program for the 1 olio wing 
year and again affirmed that even such a reduced program would require 
vigorous governmental action on the tax front and equally vigorous action to 
reduce inefficiency in governmental operations. These views were accepted 
by the Government, and the capital program finally approved was limited to 
K 56.5 crores.'*^ Several of the tax measures recommended by the consultants 
were also adopted, as was the recommendation of a record-breaking program 
of imports for private use, K 90 crores as compared with the K 75 crores 

30. The yenr 19S5-56 had been a disappointing one to U Kyaw Nyein insofar as his plans 
for industrial development were concerned. The Three-Year Plan had severely slashed funds for 
the industries sector. The World Bank had indicated that it would not consider any ajiplications 
for industrial loans for enterprises which weie to he state owned and operated. Finally, llie Four- 
Year Plan deferred funds f(jr new industrial projects until after i 05 b-. 57 - Although the new 
(iovernnient’s jndicy statement had been exfdicit in stating that new proiects would not be 
undertaken, U Kyaw Nyein was not reconciled to such an outcome. He was thinking in terms of 
expanding the small 20,000-ion steel mill then under way to perhaps 200,000 or 300,000 tons 
capacity, so as to achieve economics of scale. He was thinking also, inter alia, of seven additional 
cotton textile mills which would give Burma a self-sufficiency in these goods, and of a large pulp 
and jiaper plant, a large fertiliz.er factory and a large truck and tractor assembly jilant. The K 
crores capital program for 1956-57 ai>proved by him for submission to the Economic and Social 
Board did not make provision for any of these projects. It dkl provitlc, however, for a start toward 
doubling the capacity of the existing 20,000-spindle textile mill and for tripling the capacity of 
the existing 6o,ooo-ton cement factory. And the plan }>rovided, in later years, for a further 
sizable expansion in textile plant capacity, for a fertilizer jilant and for joint ventures in tire and 
tube, glass, paint and ceramic factories. 

31. In acting on the capital program for 1956-57, the Economic and Social Board marie no 
decision with respect to the remaining three years of the draft Four-Year Plan. It was U Raschid 
who once again voiced basic dissatisfaction with the nature of the long-term jdans. The Four Year 
Flan as presented was indeed, as he stated, a program for capital expemliturcs rathe r than a jilan, 
even though it was set in a re.source, fi.scal and policy framework. The central and sector plan 
objectives posited in the Comprehensive Plan of 1953 had not been modified in the light of 
changed circumstances. T’he Board now requester! that the Four-Year Plan be re-worked to con¬ 
form to the objections raised. 
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originally approved for 1955-56. Since it was anticipated that there would be 
a substantial carry-over of imports originally programed for 1955-56 into 
1956-57, the decision to approve additional imports was bound to result in a 
tremendous wave of imports for private use in the following year, and it was 
confidently expected that this would finally break the back of the inflation 
which had been mounting since the early months of 1955. This decision was 
supported by the increase of some K 23 crores in the foreign exchange re¬ 
serves during the course of 1955-56. 

One more battle remained to be fought in connection with the 1956-57 
program. U Ba San, the Trade Ministry Secretary, proposed to ship some 
550,000 tons of rice to the barter countries. Demonstrating that, because of 
shipping limitations, so large a volume of barter shipments would cut 
severely into the volume of potential cash sales and shipments, the consultants 
opposed the proposed schedules, and they were fortunately successful in 
having them cut substantially. They were less successful when they advocated 
that the Government seek to conclude a three-year P.L. 480 agreement with 
the United States, as India had just done. The long delay in concluding and 
implementing Burma’s first P.L. 480 agreement suggested that it was not too 
soon to commence negotiations, if a hiatus in the flow of P.L. 480 supplies 
was to be prevented in the future. The Government, it seemed, could not 


Table 25 

Imports by Type of Commodity, 
1953-54^ 1954-55 and 1955-56 

{K Crores) 





1955 - 

-56 

Percentage Change 

1953-54 to 

1955-56 


1953-54 

1954-55 

Total 

1st Half 

Total imports 

947 

90.6 

87.2 

41,5 

~ 7-9 

C’.onsumer goods 

70.5 

62.1 

58.6 

26.8 

—16.9 

Food, drink, edible oils 

16.2 

16.9 

10.1 

57 

—377 

Textiles 

17.8 

12.4 

12.0 

4-3 

—32.6 

Medicines 

2.1 

2.8 

4-5 

2.4 

4-114.3 

Fuel 

Raw and scmi-proccsscd 

3-5 

4-1 

57 

2.4 

4-62.9 

materials 

Others (including tires 

8.1 

6.9 

8.7 

3-9 

4 - 7-4 

and tul)cs) 

22.7 

T9.0 

17.7 

8.2 

—22.0 

Capital goods 

24.2 

28.5 

28.6 

147 

4-18.2 

Building materials 

11.2 

11.1 

8.7 

4.4 

—22.3 

Machinery, etc. 

7*3 

7-9 

11.9 

6.4 

4-6^.o 

Private autos 

1.2 

.8 

•4 

.1 

—66.7 

Bicycles and parts 

•9 

•7 

•4 

.2 

—55.6 

Other transport equipment 

2.6 

6.6 

5.6 

2.9 

4 - 115*4 

Others 

j .0 

1.4 

1-5 

.6 

4“5o.o 


Source: Economic Survey of Burma 1957, Tabic 29, p. 39. 
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Table 26 


Imports by Major Category and Structure of Payments, 
1953-54. 1954-55 and 1955-56 
{K Crores) 



i 95 i “54 

1954-55 

1955-56 

Percentage Change 
J 953~54 to 1955-56 

A. Total imports 

94-7 

90.6 

87.2 

— 7-9 

Consumer goods 

70.5 

62.1 

58.6 

—16.9 

(Capital goods 

24.2 

28.5 

28.6 

+ 18.2 

Private 

78.0 

68.0 

49.0 

—37.2 

O.G.L. 

51.0 

4 S .4 

0 

be 

—52.3 

B. Payments for imports 

113.1 

96.1 

82.8 

—26.9 

Private imports 

81.1 

69.4 

45.8 

— 43-5 

Government imports 

32.0 

26.7 

37 -» 

4 “ 15-6 


Source: Economic Survey of Burma ^957, lablcs 29 (for customs data, part A of tabic) and 
30 (for payments data, part B of tabic). 


Note: The sizable discrepancy between customs and payments figures for imports in 1953- 54 
is due almost entirely to the failure of Customs to record almost half of the volume of Govern¬ 
ment imports. Customs data for private imports differ very little from payments data for the 
same category. The differences between customs and payments data in 1954-55 and 1955-56 
arc not significant, since they offset each other when the two years are combined, showing 
that the difference in 1954-55 must have reflected advance payments in that year. 


Table 27 

Consumer Price Index for a Worker’s Family in Rangoon, 
i953-54» 1954-55 and 1955-56 

Food, Drink, 
Total Clothing Fdiblc Oils 


Index (1941 — 100) 


1953-54 

305 

340 

344 

1954-55: Mar. 

284 

330 

305 

Sept. 

326 

527 

355 

1955-56: Mar. 

313 

585 

328 

Sept. 

343 

695 

363 

Percentage Increase 



1953-54 to 1955-56 

12.5 

104.4 

5-5 

1953-54101954-55 

6.8 

55-0 

3-1 

1954-55 to 1955-56 

5.3 

31.9 

2.3 

Mar. 1955 to Sept. 1956 

20.8 

110.6 

19.0 

Mar. 1955 to Sept. 1955 

14.7 

59-7 

18.0 

Mar. 1955 to Mar. 1956 

10.2 

77-3 

7-5 


Source: Quarterly Bulletin of Statistics, Supt,, Govt. Printing and Stationery, Rangoon, Second 
Quarter 1956, Table IX(5), p. 91; First Quarter 1958, Table X(5), p. 135. 

Note: See note to Table 24. 
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Table 28 

Interim Consumer Price Index eor Low-Income Households in 
Rangoon (Revised April 1958), Selected Components, 

1953 THROUGH t958”59 
(7952 — 100) 

Foods and Beverages 

I'ish and 



Total 

Total 

oils and 
bats 

Fish 

Products 

Clothing 

1953 

102.3 

101.2 

91.7 

97-5 

104.1 

1954 

99.2 

941 

98.9 

91.1 

110.6 

1954-55 

March 

100.3 

94.0 

81.3 

85.6 

114.6 

June 

103.6 

98.0 

82.0 

96.4 

121.1 

Sept. 

108.3 

106.2 

90.2 

106.9 

125.9 

1955-56 

Dec. 

108.8 

106.5 

86.7 

99.4 

133-9 

March 

112.3 

105.7 

80.5 

112.8 

160.2 

June 

121.0 

118.2 

101.9 

135.2 

163.5 

Sept. 

116.0 

11 0.3 

89.7 

120.9 

164.1 

1956-57 

Dec. 

115-9 

110.i 

105.8 

106.6 

165.8 

March 

114-9 

IIO.3 

119.0 

106.9 

160.9 

June 

120.8 

122.9 

115.8 

140.2 

158.4 

Sept. 

116,9 

120.7 

1^7-3 

T43.2 

111.2 

1957-58 

Dec. 

I I 0.0 

11 2.8 

108.7 

TIT.7 

107.6 

March 

109.6 

109.9 

102.1 

115.5 

108.9 

June 

116.2 

118.1 

III.8 

1.56.2 

115.8 

Sept. 

115.4 

117.8 

— 

— 

115.8 

1958-59 

Dec. 

102.1 

98.4 

98.3 

94-7 

112.6 

March 

96.5 

91.7 

— 

— 

103.6 


Sources: Interim Consumer Price Index, Central Statistical and Economics Department, Ran¬ 
goon, April 1958; and Selected Economic Indicators, various issues. 


Note: The interim index is shown here because (piartcrly data for 1954--55, 1955-56 and 
1956-57 arc not available in the later index. The commodity categories shown are the most sig¬ 
nificant. Most other categories show little change through the period. 


bring itself to regard this matter as urgent, and deferred action until it was 
too late. 

The import and pi ice story for 1955-56 may be read, in perspective, in 
Tables 25-27. 

Commodity imports as a whole decreased only in minor proportion over 
the two years 1953-54 1955-56. Within that declining total, however, capital 

goods imports rose substantially and consumer goods imports declined by 
about one sixth. In the consumer goods category, the brunt of the decline was 
shared by two major groups — textiles and food, drink and edible oil items — 
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Table 29 


Consumer 

Price Indexes in 

Rangoon, 

1941-1960 


1941 = 100 

1952 — 100 

1958 ~ 100 

1941 

100 


29.6 

1951 

365 


100.8 

1952 

352 

100.0 

94.« 

1953 

340 

102.3 

92.5 

1054 

330 

90.2 

88.3 

1955 

326 

104.4 

91.8 

1956 

359 

115.2 

97-9 

1957 


115.6 

103.9 

1958 


112.4 

100.0 

1959 



88.9 

Nov. 1960 



100.7 


Sources: Selected Economic Indicators: The Interim Consumer Price Index; and A New 
Consumer Price Index in Rangoon, all frt)rn Central Statistical and Kcnnoinics Depanment, 
Ran^joon. 


Note: The 1941 index was for a Burmese worker’s family; the interim index based on 1952 
was introduced in April 1958 for low-income lamilies; anti the latest iiulex, 1958 ~ 100, was 
introtluced in 1959 for low- and middle-income lamilies with montlily incomes up to K 400. 


each of which declined by one third or more. And in the case of textiles, the 
rate of imports for the first half of 1955-56 represented a decline of more than 
50 per cent from the 1953-54 rate. Within the total increase in capital goods 
imports, there was a decline of more than one fifth in the import of build¬ 
ing materials. 

The changes in the .structure of imports shown in Table 26 arc equally 
significant. While total imports declined less than 8 per cent, private imports 
declined by about two fifths, and imports under ()])en General License — 
which may be equated with imports by relatively more experienced traders — 
declined by more than half. 

Finally, the cost-of-living index for low income groups in Rangoon, which 
reflects the increased prices of imported goods only in its clothing component, 
and at best only partly in its foods and beverage component, showed a total 
increase of one eighth over the two-year period, due almost entirely to a 
doubling of clothing prices. The increases from March 1955, when the Open 
General License system was first .suspended and radically changed, were even 
larger. The March to September measurement, however, introduces a seasonal 
exaggeration into the measurement, particularly in the food component, and 
it is therefore not as significant as the end-year to end-year measurements. 
(The price perspective beyond this period is shown in Tables 28-29, terms 
of improved indices subsequently developed and introduced.) 

In broader terms, the gross dome.stic product increased by 3.2 per cent in 
1955-56 in constant prices. The sectors accounting for the largest part of this 
increase were state marketing and agriculture. Rice exports increased from 
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1.63 to 1,93 million tons, with barter sales accounting for one quarter of the 
tonnage. Proceeds from rice export shipments rose from K 66 crores to K 88.9 
crores, while the value of shipments rose only from K 84.5 crores to K 87.7 
crores. This disparity reflected collection of payments deferred in the previous 
year. Proceeds from timber, minerals and other exports also rose, increasing 
the value of total exports from K 112 crores to K 117 crores. Imports data 
have already been cited. With a larger surplus on foreign trade account, the 
reported foreign exchange reserves rose by K 23 crores to K 74.6 crores. (It 
later transpired that approximately K 10 crores of this increase was an illu¬ 
sion due to delayed bookkeeping on accounts with barter countries.) Capital 
expenditures, under tight controls, declined sharply to K 48.3 crores from 
K 61 crores the previous year. 

The fight against inflation did not end with formulation of the 1956-57 
fiscal and import programs. It continued in the years that followed. But the 
emphasis was now to shift to other and even more basic problems. The for¬ 
eign exchange crisis of 1954-55 and the inflation of 1955-56 raised funda¬ 
mental questions of central fiscal responsibility, of development priorities and 
of better performance throughout the entire area of governmental activity, at 
all levels. It was these questions, and the attempts to deal with them, which 
were pervasive in 1956-57 and which will be described in the following chap¬ 
ter. 



CHAPTER 13 


The Fight for Central 
Responsibility, Program 
Priorities and Better 
Performance—1956-57 


The fiscal year 1956-57 opened with a number of circumstances conducive to 
optimism. The capital program had been cut down to a reasonable size and 
fitted into a sound fiscal program. If implemented, this fiscal program would 
virtually balance the comprehensive budget of the public sector and, aided by 
a large volume of private imports, would halt further increases in the pri¬ 
vately held money supply. The prospects were for an excellent rice crop 
which, at the slightly reduced price of ^34 sterling per ton for S.M.S., would 
make it possible to sell most of the surplus to cash markets and reduce sub¬ 
stantially the tonnages sold on barter account. A change in the hitherto inept 
management at the highly important Agricultural and Rural Development 
Corporation gave promise that progress soon would be made in expanding 
and balancing agricultural production. Prime Minister U Ba Swe, at a special 
meeting called for the purpose, urged all ministers, officials and agencies re¬ 
sponsible for agricultural, minerals and timber production and exports to 
exert every effort to reach the targets set. The Government at long last took 
action to add a number of essential commodities, such as dried fish and 
prawns, tires and tubes, paper and selected toilet articles, to the O.G.L. list. 
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It also decided to treat applications for the import of industrial raw materials 
and machinery very liberally and to permit the Civil Supplies Board to buy 
as much cotton yarn as the market would absorb. The Soviet Union made 
arrangements for K 5 crores of relatively frozen credits to be utilized in 
Czechoslovakia. 

Perhaps more important than any of these was the agreement expressed 
separately by the most important political leaders — U Nu, U Ba Swe and 
U Kyaw Nyein — with the policies urged by the economic consultants in the 
closing weeks of the fiscal year 1955-56. These had placed great emphasis on 
the need to improve public administration at all levels, through more dele¬ 
gation of authority and responsibility, improved executive direction of the 
Government-owned boards and corporations, autonomy for the commercial- 
type state enterprises, removal of the threat of B.S.I. criminal action for hon¬ 
est mistakes, and higher pay scales in the public service. They emphasized also 
that the added resources to be derived from greater efficiency should be sup¬ 
plemented by increased tax revenues, obtained primarily through improved 
administration and enforcement, but also through new tax measures; that the 
unsatisfactory flow of reparations should be expedited; that a vigorous pro¬ 
gram to expand paddy production was imperative; and, above all, that sub¬ 
stantial progress in the further elimination of civil unrest in the countryside 
was needed, if general economic progress was to be assured. 

Since such a program would make it possible for the Government to sus¬ 
tain an annual capital program in the amount of approximately K 50 crores 
for the next several years, the additional foreign resources already in view 
indicated that it was now possible to raise the investment targets above this 
level. The Indian loan of K 20 crores had not yet been used to any degree. The 
United States loan of $25 million had now been offered on terms acceptable 
to Burma, and only the final arrangements remained to be made. There 
seemed good reason to expect that a three-year P.L. 480 arrangement might 
be concluded in the value of approximately K 30 crores. A new medium-term 
credit of some K S crores had just been arranged with West Germany. All 
these, in combination with the Soviet gift arrangement, suggested that aver¬ 
age capital expenditures for 1957-58, 1958-59 and 1959-60 might be raised 
from about K 50 crores to about K 65 crores. 

The consultants advised the Government that consideration could now be 
given to such an enlarged capital program, provided satisfactory progress in 
paddy expansion was achieved during the fiscal year 1956-57, boards and 
corporations became more efficient, tax enforcement and revenue measures 
were implemented eiTeciivcly and there was continued action on the anti¬ 
inflation front. Revision of the investment program was undertaken on this 
basis. 

As the months went by, however, these hopes were dissipated. The dry 
season brought no significant advances on the security front. Apart from the 
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contribution made by good weather to paddy production, primary produc¬ 
tion languished. This was especially apparent in the. Tenasscrim area — so 
important for tin and tungsten production — where a determined security 
effort on the part of the Government could have made a substantial contribu¬ 
tion to increased mineral output. No effective action was taken to increase 
the efficiency of the Government-owned boards and corporations. The civil 
servants who made up the Standing C'ommittcc for Supervision and Coordina¬ 
tion and who had been assigned responsibility for improvements lacked au¬ 
thority to take effective action. 

Although the new Government had declared it a basic policy that new 
enterprises would not be undertaken, and although adequate management 
and staff arrangements had not yet been made for the first wave of Govern¬ 
ment manufacturing filants now nearly coin|)letcd, the Ministry of Industries 
was still somewhat inconsistently seeking inclusion in the four-year plan of a 
number of new and costly industrial projects — notably a large expansion in 
steel capacity, a large fertilizer plant and a large truck and tractor assembly 
plant. So apathetic was the Government about the arrangements with the 
Soviet Union for the implementation of the “gift projects” agreement that 
only a strong representation by the consulting economist led it to include a 
provision in this agreement that designs and cost estimates would be subject 
to review by the Burmese Government.^ 

Although the Government had approved the recommendation that a spe¬ 
cial effort be made to improve tax enforcement — the windfall profits accru¬ 
ing to traders as a result of swollen margins above C.I.F. prices clearly indi¬ 
cated a potential tax bonanza on this score — the Income Tax Department 
denied that such prospects were in sight or that any special efforts were called 
for. 

While the decision to inaugurate a group of joint venture corporations in 
the import trade had been made in June 1956, these corporations were not 
ready for action as of January 1957. Despite this, the Trade Minister declined 
to issue import licenses for 195^-57 for the goods concerned until the J.V.C.’s 
were ready to function. Declared Government policy that the importation of 
certain commodities should proceed freely under Open General License was 
negated by the foreign exchange control department at the central Union 
Bank. Bolstered by its close connection with the Bureau of Special Investiga¬ 
tion, it arrogated to itself the right to review applications for letters of credit 
and to cut these down as far as it chose. Consequently, imports of consumer 
goods during the first half of 1956-57 were at an annual rate below even that 
of the previous fiscal year. Textile imports, the most crucial component of the 
import program, were at an annual rate of K 8.6 crores in the first half of 


I. The apathy resulted from the feeling on the part of Prime Minister U Ba Swe and Deputy 
Prime Minister U Kyaw Nyein that the “gift” agreement was U Nu’s “baby,” and that there was 
Httle they could do about it. 
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1956- 57, compared with K 12 crores for 1955-56 and K 17.8 crores in 1953-54. 
Although it had been established several times at top levels that the swollen 
lists of registered importers would be winnowed down to practical propor¬ 
tions, no cilective action had been taken on this score. The Government agen¬ 
cies which had been given new responsibility for the monopoly import of 
electrical appliances and supplies had been tardy in procurement and were 
displaying rank favoritism and political preference in the distribution of 
these scarce commodities. 

Despite informal indication by U. S. sources in September 1956 that the 
U. S. would look with favor on a three-year P.L. 480 arrangement (precedent 
for such a long-term agreement had been established in the case of India), 
the Trade Ministry shrugged off repeated urgings to initiate negotiations un¬ 
til December. Then it was learned that the U. S. was no longer in a position 
to comply with such a request, or indeed to negotiate even a new one-year 
agreement, pending legislative action by the U. S. Congress. At the Electricity 
Supply Board, repeated efforts had failed to bring about orderly procedures 
and financial planning. Finally a team of Canadian experts had been brought 
in with the assistance of the World Bank under Columbo Plan auspices, but 
the accounts and records were in such a mess that it was almost impossible for 
them to be of any assistance. 

Not least among the items making for an increasingly dour appraisal of 
the outlook was the difficulty in finding opportunities to present the problems 
to the policy-makers. The Economic and Social Board was the established 
forum for such questions. It met, however, only infrequently, and permitted 
its agenda to be cluttered up with all kinds of trivia at the cost of important 
questions. When it did sit on the important questions, all too often it deferred 
decision or sent the problems back to the Committee of Experts, which was 
not in a position to take action on them. This, in effect, was the situation 
when, in February 1957, the Ministry of National Planning submitted its 
revised proposals for the four-year plan to the Economic and Social Board. 

The revised four-year plan presented by the Ministry of National Planning 
called for capital expenditures of K 58 crores in 1956-57, K 60 crores in 

1957- 58, K 64 crores in 1958-59 and K 69 crores in 1959-60. Of the K 251 crores 
for the four years, it was estimated that K 138 crores would be required in for¬ 
eign exchange and K 113 crores in domestic currency. As against the financial 
requirements of the plan, which made provision for large-scale imports for pri¬ 
vate use throughout the four-year period, the resource appraisal indicated pro¬ 
spective deficits of some K 42 crores of foreign exchange and about K 34 crores 
of domestic currency. The indicated foreign exchange deficit, it was pointed 
out, was well within the total of additional resources anticipated (the $25 
million U. S. loan, additional P.L. 480 arrangements of some K 30 crores, 
the K 21 crores Soviet credit, the West German credit of K 8 crores and pos- 
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Table 30 

Govhrnmknt Capital ExpiiNDixuiu-s, 1952-53 to 1955-56 and 

EsTIMATLS POR 1956-57 TO 1959-60 AS pRLSHNTLD IN FEBRUARY 1957 

BY THE Ministry op National Planning 


Agency Sectors 

Kxptmded 1 <15 2-5 ^ 
to 1955-56 

P r ()gra rn cd 1956-57 
to 1959-60 

Amount 
(K Ctores) 

Per ('.ent 
of Total 

Amount 
(K Crores) 

Per Out 
(d Total 

Total 


100.0 

^ 51-3 

100.0 

Agriculture 

11.7 

6.9 

34-8 

13.8 

Irrigation 

2.1 

*•3 

4.6 

1.8 

Forestry 

2.1 

1.2 

3-6 

1.4 

Mining 

1.1 

.6 

14.1 

5.6 

Transportation 

3 .T 1 

19.4 

42.1 

16.8 

Communications 

9.5 

5.5 

I ().() 

6.4 

Power 

18.5 

J0.8 

24.5 

9.8 

Industry 

19.5 

11.4 

17.7 

7-1 

Pyidawtha grants 

3-2 

1.8 

2.0 

.8 

building construction 

26.9 

15.8 

2 (J.O 

11.5 

Stale government 

— 

— 

6.0 

2.4 

Si)cial services 

4.8 

2.8 

12.5 

5.0 

Miscellaneous 

2.0 

1.2 

6.2 

2.4 

Defense 

36.4 

21.4 

38.2 

15.2 


Source: “Four-Year rrograiu" (1956-57 to J959"6o), Ministry of National Planning, Ran¬ 
goon, Feb, 18, 1957. 


sibly additional World Bank loans). The prospective domestic currency 
deficit, however, would require vigorous Government action to improve tax 
enforcement, strengthen the tax structure, improve the operating efficiency 
of the state-owned boards and corporations, adjust the price policy of state 
enterprises, and other measures to mobilize resources as well. '‘If the pro¬ 
posed level of capital expenditures is accepted,” stated the Ministry, “Govern¬ 
ment must accept the responsibility for adopting the policies and measures 
necessary to provide the resources without further inflation.”^ 

The Ministry also pointed out that the plan should be considered a flexible 
one, subject to adjustment at each budget-making time in the light of de¬ 
veloping circumstance, and that the expenditure schedules incorporated into 
it were in process of being converted to the full-scale plan requested by the 
Economic and Social Board. 

The program envisaged an increase of almost 50 per cent in the volume of 
public investment as compared with that of the preceding four years, with 
the largest increases going to agriculture, mining, transport and communica¬ 
tions, power and social services. (See Table 30.) With the exception of manu¬ 
facturing industry, the absolute amounts proposed for investment in all im- 

2. Transmittal, “Four-Year Program” (1956-57 to 1959-60), Ministry of National Planning, 
Rangoon, Feb. i8,1957. 
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poriant categories showed substantial increases. In percentages, investments 
proposed for agriculture and mining increased most significantly in relation 
to the previous four-year period, while that for industry showed the most 
significant relative decline. 

Although the economic consultants had been responsible in major degree 
for the resource appraisals and the proposed investment schedules, they had 
by now arrived at the point where they felt very serious doubts about the new 
program. Having repeatedly urged upon the Government, without apparent 
success, the policies and courses of action they held to be necessary concomi¬ 
tants of an ambitious capital development program, they now considered 
whether to restate their position once again in the strongest possible terms or 
to state flatly that the Government should curtail investment activities to a 
minimum until it had demonstrated substantial progress along the required 
lines. After much deliberation, and not without some internal difference of 
opinion, the consultants chose the former course. 

Their comments were addressed to three major questions: Was the pro¬ 
posed investment program desirable and sound ? Could it be financed with¬ 
out inflation ? Should it be adopted as a feasible program? 

As to the first question, they held that the proposed program was on the 
whole desirable and sound. A program of approximately such a size and 
composition was required if Burma was to make the forward strides in output 
and productive capacity of which she was capable. The proposed program 
gave increased and appropriate emphasis to the primary sectors of the econ¬ 
omy— agriculture, timber and mining — and to projects which would save 
and earn foreign exchange. While looking to near-term results, it attempted 
to build a sound base for future development as well. Essential loans to 
stimulate activity in the private sector were also provided for within the pro¬ 
gram. For the most part, the economic and technical justifications for the 
projects proposed had been established. 

Within this broad context the program did contain, it was emphasized, 
certain elements of weakness. Some of the major projects, notably the Kalewa 
coal project, reejuired more adequate economic and technical justification. 
Others, such as the aircraft acquisition program, would require more spe¬ 
cialized personnel and better management arrangements than seemed to be in 
prospect. Much of the programed building construction, as in the case of the 
Russian “gift projects,” seemed to be relatively inessential. Some of the pro¬ 
grams, as in the case of irrigation and highways, appeared to be beyond the 
executive capacities of the departments responsible for their implementation. 
These points, however, were regarded as subsidiary to the major questions of 
financing and feasibility. 

In the consultants’ opinion, the proposed program could be carried through 
without inflation. Success on this score, however, would require determined 
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and efficient action by the Government along a number of related lines. 
Paramount among the requisites was a considerable volume of borrowing 
abroad (much of which had already been arranged for); successful imple¬ 
mentation of a large-scale program of imports for private use as an offset to 
inflationary pressures; measures to improve substantially the collection of 
revenues from existing taxes and the introduction of new tax measures or 
higher rates on existing taxes, where necessary; more effective administra¬ 
tion of Government enterprises to reduce current deficits and increase current 
profits; pricing policies in the Government enterprises, where appropriate, 
designed to produce larger revenues; and ihe more effective mobilization of 
domestic savings. 

On the whole, the consultants stated, recent exjKTience and the jiolicies 
pursued by the Government offered little to iustify the expectation that these 
conditions would be met. They concluded, therefore, that while the projioscd 
program could be financed without serious inflation, it was not likely to be so 
financed in the continued absence of real determination on the part of the 
(lovernmcnt to do what was necessary. 

In considering whether the proposed program should be adopted, the con¬ 
sultants emphasized that it had two aspects. It was both an investment pro¬ 
gram and a financing and implementing program. Without determination 
to carry out the latter part of it with expedition and vigor, the former part 
should not be adopted. The consultants stresvsed that the measures required 
would have to be accompanied by more delegation of authority and responsi¬ 
bility throughout the Government apparatus, with appropriate accountability 
and rewards and punishments; and that experienced and able management 
in Government enterprises of the commercial type should be permitted sub¬ 
stantial autonomy. They emphasized the need for unrelenting effort to im¬ 
prove security throughout the countryside and to improve supervision and 
coordination of the implementation effort. On this last score they stressed 
particularly the need for the Economic and Social Board to meet weekly to 
review the operations of all key boards and corporations, all major economic 
areas and all major projects. Because of the burden such a schedule would 
impose on the Prime Minister, they suggested that an Executive Vice Chair¬ 
man be designated to assist him. 

Finally, the economic consultants affirmed that the budget preparation 
period, March-August, should be considered a test period during which the 
Government would appraise its determination and ability to carry through 
the course of action required. If the progress made was not satisfactory, the 
capital program would have to be reduced commensurately. 

These views were soberly considered at a meeting of the Economic and 
Social Board during the latter part of February under the chairmanship of 
Prime Minister U Ba Swc. In the discussion the consultants laid great stress 
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on the responsibility of the Economic and Social Board for initiating and 
seeing to the execution of the policies necessary and the consequent impor¬ 
tance of weekly meetings. Both the Prime Minister and Deputy Prime Minis¬ 
ter for National Economy U Kyaw Nycin stated that the Government was 
prepared to accept this responsibility. The Economic and Social Board, it was 
decided, would henceforth meet at least every two weeks in order to cope with 
the challenge. Decision on the Four-Year Plan itself was temporarily deferred 
while reconsideration was given to the resource appraisals it incorporated, 
which Finance Minister Bo Khin Maung Gale had taken exception to as be¬ 
ing too optimistic. 

Before the next meeting of the Board, the consultants held separate talks 
with U Ba Swe, U Kyaw Nyein and U Nu in which they spoke even more 
frankly and stressed even more emphatically the crucial nature of the deci¬ 
sions the Government was about to make. More important, on March i U Nu 
returned to the prime-ministership. Although it appeared that, in contrast to 
the situation prevailing before his resignation from office in June 1956, 
U Ba Swe would now continue to function as Chairman of the Economic 
and Social Board and as Minister for National Planning, it was scarcely to 
be expected that Prime Minister U Nu would refrain for long from direct 
participation in and supervision of economic development planning and im¬ 
plementation. 

U Nu’s absence of some nine months from the prime-ministership to 
concern himself primarily with party problems'^ had afforded him time and 
perspective in which to reflect on development. His own reflections and ob¬ 
servations, the repeated and by now grave warnings of the economic con¬ 
sultants and developments within the A.F.P.F.L. itself determined him to 
make a major attempt to restore order in economic planning and implemen¬ 
tation, to inaugurate new policy and priority emphases and to insist on better 
performance in Government. In March, when the Economic and Social 
Board rejected the more conservative resource appraisal submitted by the 
Minister for Finance and Revenue and approved the Four-Year Plan sub¬ 
mitted to it by the Planning Ministry in February, U Nu refused to bring 
the plan before the Cabinet for final approval. He indicated that he would 
call for a thoroughgoing review in terms of criteria and directives he had 
under consideration. 

U Nu's reflections had led him to the conclusion that the Government had 
made a great mistake in tackling a major economic development program 
without first restoring law and order. He was impressed with the debilitating 
effects of lack of integrity and adequate motivation in public administration 
generally and in the Government’s many enterprises in particular. He felt 


3. He had, of course, continued during this period as President of the A.F.P.F.L. 
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more strongly than ever that new enterprises should not be undertaken until 
order had been introduced into those already in existence, that the Govern¬ 
ment could operate enterprises efficiently only in joint venture with the 
private sector, and that public participation should be sought in the new 
Government enterprises through the sale of shares. Underlying all this was 
the realization that the weakness of the human element was the Achilles’ 
heel in the Socialists’ approach to economic development. Even if the Gov¬ 
ernment were to acquire the necessary experience and know-how, venality 
and personal self-seeking would continue to be major stumbling blocks for 
which he saw no cure. U Nu had also been greatly impressed by the wide¬ 
spread fire which destroyed some 18,000 hutments in May in the Kamayut 
section of Rangoon, and had determined that extraordinary measures should 
be taken to reduce dry season urban lire hazards throughout the Union. 

On the political side, the Prime Minister was influenced by the rift which 
had for some time been developing within the A.F.P.F.L. "I'his was expressed 
in an exchange of letters between U Nu and U Kyaw Nyein at the time of 
U Nil’s demission from the prime-ministership in June 1956.^ The split was 
aggravated by circumstances attendant upon U Nil’s return to office in March 
1957 — circumstances which apparently led him to conclude that there had 
been a conspiracy on the part of some of his colleagues, led by U Kyaw 
Nyein, to prevent his return to office and to capture control of the A.F.P.F.L. 
The internal differences within the A.F.P.F.L. which culminated in the 
split of May 1958 have been described at considerable length elsewhere'"^ and 
it is neither necessary nor appropriate to dwell on them here. 

The accounts explain the split primarily in terms of personal rivalries and 
power conflicts. They fail to give appropriate weight to the very real differ¬ 
ences in economic policy and program. Some of these have just been sug¬ 
gested. U Nil’s growing dissatisfaction with stale enterprise, particularly of 
the commercial type, constituted a basic policy difference with U Kyaw 
Nyein and, to perhaps a lesser extent, with U Ba Swe. His dissatisfaction 
with inefficiency, corruption and nepotism in the party and in the Govern¬ 
ment was also stronger than that of the other leaders, who were more in¬ 
clined to view them as necessary concomitants of continued political unity 
and success. There was certainly sharp difference between the leaders over 
U Nil’s insistence on centralized control over Government procurement and 
over the use of the Bureau of Special Investigation to insure honesty, both of 
which had been carried to extremes. U Kyaw Nyein and U Ba Swe had also 
been critical of the broader Soviet gift project arrangement into which U Nu 

.4. This exchange, which was circulated within the Party, was made public only in 1958. 

5. For example, sec: Scin Win, “ 7 ’he Split Story,” The Guardian (RangrKm), March 23, 

Frank N. Trager, “The Political Split in Burma,” Far Eastern Survey, October 1958, ami “Po¬ 
litical Divorce in Burma,” Foreign Affairs, January 1959; and J. S. Furnivall, The Governance oj 
Modern Burma, Institute of Pacific Relations, New York, 1958, Chapter V. 
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had entered impetuously without adequate consultation. These were sub¬ 
stantive issues. In any event, it subsequently became clear, U Nu returned to 
the prime-ministership in March 1957 w^ith the conviction that some of his 
Socialist colleagues did not desire his return any more than they had ap¬ 
proved his retirement to clean up the A.F.P.F.L., and that before long he 
might be faced with an open fight for the control of the party and the Gov¬ 
ernment. This conviction must inevitably have influenced his reaction to the 
then pending Four-Year Plan, particularly because he now felt somewhat 
fenced off from direct supervision over economic affairs. 

U Nu did not make his now famous speech and issue his directives on the 
Four-Year Plan until June 8. In the meantime the Ministry of National 
Planning, with the assistance of the consultants, proceeded to convert the 
February version of the Four-Year Plan approved by the Fxonomic and Social 
Board from a rcscjurce, capital expenditure and fiscal framework into an 
articulated plan which set forth targets for the economy as a whole and scctor- 
by-sector, as requested earlier by U Raschid. The consultants prepared a de¬ 
tailed agenda for future meetings of the Economic and Social Board designed 
to bring before it in a systematic way the situations, problems and issues re¬ 
quiring review and decision. 

During this period, foreign exchange again occasioned some concern. 
Chiefly because of upward revisions of K 15 crores in the import program lor 
private use which had been made since the beginning of the fiscal year, 
discovery of the over-statement of K 10 crores in the end 1955-56 foreign ex¬ 
change reserve position and a new lag in collections by the State Agricultural 
Marketing Board, the stated reserves had again substantially run down. I’hc 
monetary reserves looked even w'orse than the total because of a large tranler 
from the central Union Bank to the State Commercial Bank. After six 
months of relatively small imports due to protracted delays in the organiza¬ 
tion of the Joint Ventures Trading Corporations, imports had begun to arrive 
in great quantity. The price of imported commodities, particularly textiles, 
now broke rather sharply. Significantly, however, some commodities supplied 
by domestic production in whole or in substantial part continued to rise in 
price. This was especially true of fish and edible oils. 

Attempts were made to spur previously agreed-upon action to set up the 
new Government manufacturing enterprises on an autonomous basis, with¬ 
out success. A test was made of the readiness of the Economic and Social 
Board to review and improve policy in connection with the arbitrary foreign 
exchange control and remittance policies practiced by the Union Bank Comp¬ 
troller. This matter, too, was referred back to the secretary’s level. Also signifi¬ 
cant was the news that the U. S. Government was still not in a position to 
undertake firm commitments on future P.L. 480 arrangements. Attempts 
were therefore made to get an interim program under way pending new 
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legislative action by the U. S. Congress. These attempts centered on the use of 
P.L. 4S() rupee funds, held by the U. S. Government in India under Section 
104 (b) of the Act, to permit Burma to secure some $5 million worth of cotlon 
textiles in India and jxiy for them with U. S.-owned rupees. 

The Joint Venture Trading Corporations having got under way on a 
basis broadly competitive with one another, it was now proposed that each 
of the corporations be assigned responsibility for distributing goods in a 
different region of the country, without realization that such an arrangement 
would reintroduce the monopoly element previously eliminated by the over¬ 
lapping of commodity responsibilities. This pro[)osal, fortunately, was not 
difEcult to scotch. U Kyaw Nyein, addressing the Ikirmese Chamber of In¬ 
dustries, indicated that a substantial change had taken [)lace in his views 
when he stated that the Governmeni should place primary emphasis on the 
develojnnent of light industry, and that it should seek to have the private 
sector take the main responsibility in this field. A survey made of the opera¬ 
tional and managerial readiness of the newly completed state industrial enter¬ 
prises revealed serious weaknesses in the case of every one of them. 

U Nil’s speech of June 8 and its accompanying directives constituted a 
major attempt on his part to put the country’s economic house in order, 
eliminate weaknesses and abuses, place first things first and, generally speak¬ 
ing, promote better performance at all levels of Government activity. 

Dividing the problems into three categories — law and order, the national 
economy and social welfare — he affirmed that the Government, with him¬ 
self largely responsible, had been guilty of two terrible blunders in under¬ 
taking a large-scale development program without first re-establishing law 
and order in the country, and in launching development plans without sys¬ 
tematic preparation. These errors, he said, must now be corrected. Law and 
order must be established at all costs. New governmental enterprises would 
not be undertaken. Emphasis would be placed on the correction of weak¬ 
nesses in existing projects. Economic production, he asserted, could not be 
entrusted only to salaried Government employees. Responsibilities should be 
extended also to people motivated by the desire to earn profit, and the profit 
motivation should be introduced by joint ventures with foreign and indig¬ 
enous investors, and by selling shares in the Government enterprises to the 
w^orkers employed in them and to civil servants. I’he morale of civil servants 
should be boosted by establishing department stores which would sell con¬ 
sumer goods at low prices exclusively to them, and by enabling them to ob¬ 
tain personal loans at low rates of interest. Japanese reparations and invest¬ 
ment funds available after the requirements of essential Government projects 
were met should be used to finance private industry. With regard to the re¬ 
cently established Joint Venture Trading Corporations, U Nu stated that the 
Government should convert its equity share in these corporations into loans. 
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Resident alien businessmen should be permitted to exercise their legitimate 
economic rights by investing in the country’s enterprises. Greater emphasis 
should be placed oJi agricultural production. Government concessions to the 
cooperatives should be progressively reduced to force responsibility and self- 
reliance U})on them. Special {)lans were required to relieve the insufficiency 
of water supply in drought areas and to prevent the scourge of fire, which in 
every dry season burned down thousands of hutments. An integrated, real¬ 
istic educational plan was needed. A special plan was required for the re¬ 
habilitation of the town of Rangoon. Public health was a priority problem. 
Priority would also be given to mass education projects to improve citizenship 
and to efforts to improve the accounts of the Government boards and cor¬ 
porations. Finally, U Nti called upon all Government servants to vow self- 
improvement and, once again, on the insurgents to “come out of the darkness 
into the light.” 

The Prime Minister’s accompanying directives spelled out in varying de¬ 
grees of detail the questions which needed consideration in connection 
with his new objectives and priorities, and set up a number of inquiry com¬ 
mittees to deal with them. Committees were named for law and order, ihe 
morale of Government servants, law courts and laws, the national economy, 
water conservation and fire prevention, education, the rehabilitation of Ran¬ 
goon, health, communications, post and telegraj^hs, buildings, mass educa¬ 
tion and auditing of boards and corporations. These committees were to 
conclude their inquiries and report back to him by the end of the month. 

There was, of course, truth in the Prime Minister’s criticisms and merit in 
the objectives he stressed. But in calling for a new Four-Year Plan he was 
confusing planning with policy and implementation. His basic criticisms 
were really directed to poor policy and even poorer administration and im¬ 
plementation, rather than to economic planning as such. The “terrible 
blunder” had not been in undertaking development without first completely 
restoring law and order, but rather in not pressing vigorously to suppress civil 
disorder while economic development was going forward. The twin efforts 
were complementary and each would have contributed to the other. 

The lack of systematic preparation for development projects was a weak¬ 
ness on the implementation side. Weaknesses in the execution of projects re¬ 
flected poor administration at the project, agency, ministerial and supervisory 
levels, rather than planning weaknesses. In the case of industrial and com¬ 
mercial projects, they also reflected basic errors in nationalization policy. 
Weak morale in the Government service resulted from many factors, promi¬ 
nent among which were nepotism, party interference, poor organization and 
supervision, lack of adequate delegation of authority, unnecessary red tape 
and inadequate pay scales. Excessive paternalism, political interference and 
lack of responsible local self-government were root causes of deficiencies in 
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local water supply, urban fire hazards and the deplorable physical condition 
of Rangoon. 

To emphasize these weaknesses, to call for these new policies and objectives, 
it had not been necessary or even meaningful — political considerations apart 

to call for a new Four-Year Plan. What was necessary was that the Govern¬ 
ment apply itself to persistent effort to correct the accumulated abuses and 
weaknesses of the past, Ry calling for a new Four-Year Plan in the then 
existing context, U Nu confused rather than clarified the issues. At the same 
time he ignored the then pending Four Year Plan painstakingly developed 
over the preceding year at his own recjuesl before he left oflice. He was at¬ 
tempting to achieve by directive within a }>eriod of three weeks a number of 
objectives which could not adecjuately be dealt with except over a much 
longer period of time, and not by committee reports. lie was, thereby, guilty 
again of the hasty action without systematic preparation which he deplored 
in the very same speech. And he also unwittingly opened the door to foreign 
exchange collapse and domestic inflation, which were only narrowly averted 
in the weeks that followed. 

In his comments on the national economy, the Prime Minister had given no 
thought to resources. He perhaps anticipated that com|.)liance with his direc¬ 
tive to abandon all thought of new enterprises would free sufficient resources 
to make provision for the new priority demands. This, of course, was not the 
fact. His reference to new enterprises was directed particularly to those in the 
manufacturing industry and minerals production fields, rather than to other 
types of projects. In any case, the then existing Four-Year Plan made little 
[)rovision for new projects of any kind. In almost all cases the projects in¬ 
corporated in the [ilan had already been initiated and were in various stages 
of completion. Of the largest programs, the transport and communications 
[)rograms were made up almost entirely of rehabilitation projects, and the 
electric power program was in mid-passage. Fven in the ijidustry sector, the 
funds allotted for new enterprises amounted to less than K 3 crores per year. 

When the various committees set up by the directives started their delibera¬ 
tions, it soon became apparent that the claims on resources which would 
emerge would be completely beyond the bounds of feasibility. In the Na¬ 
tional Economy Committee, of which the chairman was U Kyaw Nyein, the 
operating agencies seized the opportunity to demand an increase of approxi¬ 
mately one third in the sums allocated to them under the Four-Year Plan, 
concerning the feasibility of which the consultants had already expressed so 
dim a view. The special law and order program, it soon became clear, would 
present demands for an additional K 40 or more crores over and above the 
sums already allocated. In regard to fire prevention (U Nu had designated 
himself Chairman of this committee), it was decided to insist on the removal 
of every hut with a bamboo thatch roof from every town or the rcroofing of 
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such huts with galvanized sheet metal. It had hastily been estimated that 30 
million C.G.I. sheets would be recjuired for the reroobng of all the thatched 
hutments, which, at K 6 kyats per (V x 3' sheet, would amount to K iS 
crores. Orders were actually given for the immediate procurement of this 
quantity, and only by chance intervention on the part of the economic con¬ 
sultants was a calculation made of the maximum potential requirement, 
which resulted in curtailment of this order by two thirds. 

It was only within U Kyaw Nyein’s National I^conomy Committee, where 
they had the opportunity to participate, that the consultants were able to 
elicit concern for the resource question. So occupied was this committee with 
the resource problem and with the program claims submitted by the operating 
agencies that it was able to give little time and attention to the reform and 
policy emphases enunciated by the Prime Minister. The consultants’ efforts 
in this connection concerned ways and means to improve performance and 
management in the state enterprises; the sale of shares in these enterprises; 
and measures necessary to increase agricultural output. Again, these efforts 
were not very productive. 

At the same time the consultants made still another attempt along related 
lines. Their suggestion to the National Economy Committee for improving 
efficiency in the state-owned boards and corporations had stressed primarily 
the need to set these up on a relatively autonomous basis with specific 
responsibilities and authority, and to subject them insofar as ])ossible to com¬ 
petitive pressures, so as to create the basic conditions under which improved 
management might be achieved. To the Prime Minister they suggested a more 
concrete approach. This was to utilize the foreign technicians whose services 
were available to the Government under various auspices — direct hire, 
United Nations, Ford Foundation, Public Administration Service, and so on 
— to set up two or three task forces, composed in each case of engineering, 
economic, management and accounting talent, and to assign them responsibil¬ 
ity for helping individual Government enterprises to achieve a better oper¬ 
ating and management posture. The Prime Minister approved this proposal 
for the state industrial projects. The consultants urged, however, that the 
effort be made on a broader front and cover all state-owned boards and cor¬ 
porations, whether engaged in manufacturing, essential public services, 
foreign trade or intra-governmental service. This broader concept was apv 
proved by both the Prime Minister and U Kyaw Nyein. 

Toward the end of June, when the reporting deadline was near, delibera¬ 
tions of the National Economy Committee became chaotic. The Committee 
was of course in no position or mood to reduce the swollen program claims 
submitted by the operating agencies. It decided merely to pass these on with 
only minor “vetting” to the Prime Minister’s office. Suggestions made by 
private traders and industrialists were desultorily considered. U Kyaw Nyein, 
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still desirous of continuing with a large-scale industrialization program by 
any means possible, unrealistically suggested that, if the Ministry of In¬ 
dustries could continue its proposed new industrial projects without making 
any financial claims cither in foreign exchange or in loca^ currency (!) 
upon the Government’s resources, it should be permitted to do so. However, 
the Committee did recommend that the Government jute factory and other 
industrial plants be converted to public limited companies (to make possible 
the later sale of shares), that an Industrial Loan Bank be organized to help 
finance private industrial development, that an Investment Act he passed 
further to spur private investment and that the number of commodities 
handled by the Civil Supjilies Board for sale to the [uiblic be reduced. 

Over the protests of the consultants it recommended that the Civil Supplies 
Board should inaugurate a number of department stores or staff shops for the 
sale of goods to Government employees. Quite apart from any other consid¬ 
erations, the question of how an organization which had been unable to 
handle the distribution of ten to fifteen commodities effectively could now 
engage in the distribution of the thousands of items involved in department 
store operation was not even considered. Potentially valuable was the recom¬ 
mendation that the Task Force a}>proach advocated by the consultants for 
the improvement of management in the Government boards and corporations 
he approved.^' 

But the most important concern of the National Economy C'ommittec by 
this time was the question of resources. So strongly had the consultants 
harped upon this problem and so grim were the figures they had jU'esented to 
the Committee on resource deficits to be expected in view of the claims then 
emerging, that a number of ministers felt the situation was hojieless. Confess¬ 
ing his own inability to impress the Prime Minister with the gravity of the 
position, U Kyaw Nyein requested that the economic consultants attempt 
to do so. 

Not until early in July, when the Prime Minister met with his key economic 
secretaries (including those who had served as secretaries for the Law and 
Order, National Economy and Social Service Committees) and the con¬ 
sultants to review the major findings of the Committees, did he appreciate the 
nature, size and implications of the Pandora’s box of demands he had 
oj'jencd. Warned that the situation created now threatened to end in catas¬ 
trophe, U Nu recognized that his directives had misfired. His purpose had 
been to achieve law and order; improved efficiency, management, accounts 
and morale in the Government enterprises and in the Government service 

6. The recommendations of the National Economic and other committees may he hnind in 
the Appendices to Premier Reports to the People on Law and Order, National Solidarity, Social 
Welfare, National Economy. Foreign Adairs, translation of speech by the I Ion'hie Prime Minister 
tJ Nu in tile Chamber of Deputies on Sept. 27, 1957, Director of Information, Rangoon, Jan. 0, 

1958. 
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generally; increased participation by the private sector in development 
activity; accelerated agricultural development; fire prevention and water 
conservation; improved education and health; and the improved distribution 
of consumer goods. Now he found himself confronted with a number of 
demands for vastly increased expenditures superimposed on a hard core 
program already considerably in excess of what Burma could afford. For the 
non-extraordinary agency demands he accepted the position that there was 
neither time nor need to review these requests. They had been reviewed 
many times before and been found to be cither non-essential or not financially 
feasible. It was clear that the previously prepared Four-Year Plan had to be 
treated as the point of departure for the present review. Increased outlays for 
law and order, fire prevention, and other priority objectives would have to be 
compensated for either by additional resources not previously contemplated 
in the Four-Year Plan or by curtailments in that plan. 

In a series of intensive sessions ordered by the Prime Minister, the economic 
secretaries and the consultants slashed the previously approved capital pro¬ 
gram for 1957-5S to the bone. Among the projects eliminated were three of 
the six U.S.S.R. “gift” projects. The current budget for 1957-58 was also 
reduced, and steps were taken to review more carefully and substantially re¬ 
duce the costs of the law and order program, which had been prepared 
separately. The Prime Minister also decided to seek special assistance from 
the U. S. Government for the law and order program. This eventually took 
two forms — first, a loan of fro million to purchase supplies and equipment 
needed for the police forces and, second, the purchase, for $2 million worth 
of domestic currency, of surplus U. S. Army equipment worth perhaps ten 
times as much. Finally, the Prime Minister, again on the urging of the 
consultants, directed that a new tax program be prepared to muster the re¬ 
mainder of the resources necessary for maintenance of economic stability. 

The Government had failed since 1954 to face up realistically to the need 
for more adequate domestic resource mobilization. The 1957 ^^^his was pro¬ 
ductive of the first substantial move in this direction. Even now the program 
adopted was something less than adequate. The tax program centered on 
increases in selected tariff rates, an increased excise tax on cigarettes, a reduc¬ 
tion in the excise tax exemption allowed domestic enterprises and a substan¬ 
tial increase in the fees paid by foreigners for registration and for extension 
of stay permits.^ Additional revenue measures proposed were improved in¬ 
come tax enforcement, greater efficiency in the boards and corporations, im¬ 
proved pricing policy on the part of the Civil Supplies Board, and the institu¬ 
tion of tuition fees at the University of Rangoon. It was also proposed that a 
number of other previously recommended measures be studied with an eye 

7. On the vigorous opposition of the consultants, the Prime Minister cut in half the proposed 
new rales. Even after this cut, the increases levied were severe and discriminatory. 
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to possible future action. It was estimated that the program recommended 
would yield an additional K 9.8 crores annually.® 

The Prime Minister accepted the measures proposed and subsequent meet' 
ings of the Economic and Social Board and of the Cabinet gave approval to 
this program for the fiscal year 1957-58. The capital program, not including 
special provisions for law and order, came to K 50.2 crores. The Covern- 
ment’s current budget had been curtailed substaniially from the level earlier 
approved by the Ministry of Finance. Negotiations with the United States 
on the special arrangements }'»rcvioiisly mentioned were well under way. The 
one big early result ol all the pro]K)sals made by the Prime Minister in his 
June speech was the program to strengthen the personnel and equipment of 
the armed forces and tlieir auxiliary police. Most of the other objectives were 
neglected, temporarily at least, because of the financial crisis. For the rest, the 
entire Government apparatus had been subjected to a tremendous strain, and 
the Government had come very close to superimposing on its existing com¬ 
mitments additional obligations which would, in eflecl, have “broken the 
bank.” In fact, had the U. S. Government not been willing to extend a loan 
for police purposes and to accept token payment for a large quantity of armed 
forces material, a desperate economic situation would have been precipitated. 

In mid-June, shortly after the Prime Minister’s directives, the consultants 
had completed for the Ministry of National Planning a fully-articulated Four- 
Year Plan corresponding to the February resource and expenditure schedules. 
So great had been the confusion caused by the Prime Minister’s speech of 
June (S that it was generally believed the Four-Year Plan was a dead letter. 
Even the Planning Ministry officials, who had worked on it for a year, were 
convinced of this. Indeed, the June 1957 Four-Year Plan was never sub¬ 
sequently submitted to the (jovernment for official ajiproval, nor was it ever 
published. Henceforth there would be only annual programs and budget re¬ 
views. No subsetiuent attempt was made within the [leriod here reviewed to 
formalize a longer-term plan. 

In the months that followed, U Nu had time once again to reflect on tlie 
over-all picture, and to prepare once again for the efficiency breakthrough 
which had gone awry in June. On September 27, 1957, he made one of his 
greatest speeches, the so-called “Marathon Speech” to the Parliament.*^ This 
speech, which took five hours to deliver, dealt with law and order, national 
solidarity, social welfare, the national economy and foreign affairs. 'The sec¬ 
tion dealing with the national economy reviewed at length the progress made 
since independence, the Eight-Year Pyidawtha Plan, the lessons learned from 
the experience of the previous years, the Four-Year Plan for capital expendi- 


8. “Committee Recommendations on the 1957-58 Fiscal Program,” Ministry of National 
Planning, Aug 8, 1957. 

9. Premier Reports to the People, cited above. 
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tures and the Government’s revised plans for better implementation and 
policy.^® In this speech U Nu emphasized the progress made in recent years. 
This progress he summarized as follows: 

Mr. Speaker, Sir, how then shall we sum up the progress which has been made 
in the national economy since Independence? We have finally restored production 
until it is now very close to that of pre-war. Wc have established a better balance 
in the economy, so that we shall no longer be as dependent as wc were before on 
the production of a few key commodities for export. Wc have made great strides 
toward the restoration of our essential services in transport, electric power, com- 
miinications, etc. We have raised standards of living and weliarc. We have been 
making large capiial investments in transport and communications, electric power, 
industry, social services, etc., which will contribute greatly to future production 
and welfare. We have begun to encourage private investment, both domestic and 
foreign, to contribute to our national output and well-being. We have kept our 
finances sound. Wc have kept price increases within reasonable bounds, and have 
contained them. 

In short, considering the conditions from which we began and the difficulties 
which have plagued us, we do not need to be ashamed of what we have accom¬ 
plished in these years. In fact, 1 think that on the whole wc can take a considerable 
amount of pride in our achievements. Please recognize that when I say this I find 
no room for smug complacency. On the contrary, I think we must be highly self- 
critical of these accomplishments, because we could and should have achieved even 
more than wc did. But our weaknesses were not the fault of indifference and lack 
of effort. They resulted for the most part from over-ambitiousness and ovcr-cagcr- 
ness to do everything at once. Fortunately, we have learned from this expcrience.^^ 

The Prime Minister stressed that 

What I called for in my June speech and directives was not the formulation of 
a new Four-Year Plan for capital expenditure — this wc already had — but rather 
a modification of it to ensure better implementation and policy, with greatly in¬ 
creased emphasis on law and order, fire prevention, efficiency, morale, education, 
investment policy, and the like. This will involve, to be sure, modiiicatif)ns in the 
Four Year Capital Programme. Hut it is aimed primarily at utilizing the lessons 
learned in recent years in achieving even greater progress in the years immediately 
ahead. 

The Prime Minister then emphasized that the chief lessons of Burma’s ex¬ 
perience in attempting to achieve accelerated economic development were: 
(i) that without the complete re.storation of law and order efforts at economic 
and social development could not succeed; (2) that agriculture, timber and 
minerals, the basic sectors of the economy, must be restored to at least pre-war 
output before satisfactory gains in other important sectors of the economy 

10. For the section on the national economy, see Appendix 1 . 

11. Ihid., pp. 15-16. 

12. Ibid., pp. 17-18. 
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could be achieved and sustained; (^) that new industrial ventures require 
intensive preparation, organization, supervision and management in order to 
be successful; (4) that until radical steps were taken to improve the morale 
of public servants, all governmental efTorts toward economic and social 
betterment would be badly retarded; (5) that strenuous efforts were called for 
to achieve higher levels of efficiency throughout the Government and partic- 
ularly in the state-owned boards and corporations; (6) that ()vercentralizati(.)n 
and a lack of delegation of authority and responsibility resulted inevitably in 
“managerial constipation'’; (7) that Government should undertake only those 
tasks which were appropriate and necessary, leaving other tasks to cooperative 
organizations and the jM'ivale sector; (S) that if the nation was to carry out a 
large-scale economic and social development program and at the same time 
avoid inflation, the people of the country would have to contribute in reason¬ 
able degree to its financing; and (9) that an important concomitant of a high 
rate of development activity was large-scale import of consumer goods to 
counteract the inflationary influence of large-scale (jovernmcnl expenditures. 

In order to profit frcjm these lessons and achieve better implementation and 
})olicy, the Government, he declared, would henceforth: (j) give priority U) 
the establishment of law and order and (2) emphasize the restoration of pro¬ 
duction and exports lor the primary agriculture, timber and minerals sectors; 
(3) go slow on new state-owned industrial ventures until a reasonable slate 
of efliciency had been achieved in industries already constructed; (4) improve 
efficiency in the Government boards and corporations by greater delegation of 
responsibility, strengthening of their management, improved accounting 
and the assistance of special task forces; (5) encourage the private sector by 
the enactment of special investment legislation, the establishment of a de¬ 
velopment bank, the liberalization and improved operation of foreign ex¬ 
change and of remittance controls and the non-discriminatory treatment of 
resident foreign minority groujis. (In this connection he explained that in his 
view socialism was no longer necessarily identified with Government owner¬ 
ship and operation. Socialist objectives of welfare, economic justice, maxi¬ 
mum output, security and equal opportunity might be better achieved with¬ 
out nationalization than with it.) (6) Increase domestic revenues and savings 
through greater production, improved efficiency and lower costs in the public 
enterprises, improved tax enforcement and necessary tax measures; and (7) 
insist on improved work attitudes and responsibilities. 

This speech had great potential significance for Burma’s economic de¬ 
velopment effort. At long last the Government had incorporated in a formal 
statement to the parliament and to the people of l^nirma a sober and objective 
appraisal of its errors and failings, and affirmed in specific terms how it 
proposed to correct them. In this instance, as in the case of all his other im¬ 
portant public addresses, U Nu’s speech had previously been submitted to the 
Executive Committee of the A.F.P.F.L. and to the Cabinet for review and 
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approval.^*^ Hence it represented far more than the personal convictions of 
the Prime Minister himself. 

It therefore appeared that the ensuing period might witness the inaugura¬ 
tion of new priorities and new emphasis on greater efficiency, greater reliance 
on the private sector, and generally improved performance in project im¬ 
plementation and in resource mobilization. This was not yet to be. The rift 
within the A.F.P.F.L. was destined to widen in the succeeding months, and 
the attention and energy of the leaders were to be pre-empted by prepara¬ 
tions for the A.F.P.F.L. Congress to be held early in 1958, by the split in the 
party which followed not long thereafter, and by the political rivalry and 
change in Government which then ensued. The impact of these internal party 
affairs and conflicts on the economic development effort will be the subject 
of the next chapter. 

Before going on, other major economic outcomes of the year 1956-57 may 
be briefly reviewed. Spurred chiefly by large increases in agricultural produc¬ 
tion and in the industry sector, the gross domestic product rose by nearly 9 per 
cent in constant prices. Under the influence of good weather, the index of 
agricultural production based on pre-war figures rose from St to 93. Paddy 
production made the greatest contribution to this increase, rising from 5.8 to 
6.4 million tons. Rice exports rose from 1.93 million tons to the long-sought 
goal of 2 million tons. Despite slightly lower average prices, the value of rice 
exported rose from K 87.7 crores to K 89.5 crores, and the percentage of rice 
exports sold to the barter countries declined, in terms both of tonnage and 
value, from approximately one quarter in 1955-56 to approximately one 
seventh. Swelled by tremendous, long-deferred volume in the second half of 
the year, imports rose sharply from K 87 crores in 1955-56 to K 132 crores in 
1956-57. Consumer goods alone rose from K 58.6 crores a year earlier to K 
93.6 crores. Imports of textiles actually exceeded in value those of 1953-54. F'or 
the first time since the economic development program had been inaugurated, 
the Union Government budget proper and the comprehensive budget of the 
public sector were in surplus. By the end of the year there had been a reduc¬ 
tion of almost K 15 crores in the privately held money supply. Only sharp in¬ 
creases in the retail prices of oils and fats, fish and fish products and certain 
other food products maintained the general cost of living for low income 
families at the level of the previous year. Textile and clothing prices, hitherto 
the most aggravating component of the price index, declined by more than 
one third. The huge volume of imports had not been achieved, however, 
without a sizable decline in the foreign exchange reserves. These dropped 
from K 74.6 crores at the end of the previous year to K 56 crores, bringing the 
reserves to a point not far above the low level of 1954-55.^^ 

13. In fact, that part of the siicech dealing with socialism had been substantially redrafted to 
Comply with the views of some of his colleagues. 

14. Some K 10 crores of this decline, however, was of a bookkeeping nature only, involving 
an adjustment of the error made in the accounts of the previous year. 



CHAPTER 14 


Political Split, Crisis and 
Change-1957-58 


The political leaders devoted the opening months of the fiscal year 1957-58 
chiefly to quiet preparations for the third A.F.P.F.L. (Congress scheduled for 
January. The two earlier congresses had been held in Jajiuary and De¬ 
cember 1947. The forthcoming congress would, therefore, be the first in more 
than ten years and would provide a test both of relative strength and of the 
leaders’ ability and desire to reconcile their differences. The activity, however, 
took place behind the scenes. 

More visibly, the Economic and Social Board was liquidated in favor of 
the newly organized National Planning Commission, with largely the same 
membership. The significant difference was that the National Planning 
Commission was organized within the Ministry of National Planning. U Nu 
having resumed this portfolio, the National Planning Commission became 
more subject to his personal control than the Economic and Social Board had 
been.^ Another feature of this change was the designation of U Raschid as 
Executive Member of the National Planning Commission, presumably with 
authority to make administrative decisions between meetings. On the effi¬ 
ciency front so clearly faced by the Prime Minister in his September 1957 
speech, the most noteworthy development was the organization of Task 
Forces composed of foreign technicians and spearheaded by the economic 
consultants to investigate and make recommendations on the jute milk the 
cotton mill and the pharmaceuticals plant; the operations of the Union of 


I. Since in previous years consideration had several times been given to a merging of the 
Hconomic and Social Board with the Ministry of National Planning, it is more reasonable to 
Consider this reorganization as the culmination of these earlier discussions than as a political 
niovc on the part of U Nu to consolidate his control over economic affairs. 
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Burma Airways; and factors retarding tin>tungslen mining in the Tcnas- 
serim. These were to be only the first steps in a scries of such investigations, 
which would cover all the important boards and corporations during the 
year. Also noteworthy were a large-scale surrender of insurgents in Novem¬ 
ber and the conclusion of agreements with the United Slates for the first two 
projects to be financed under the $25 million U. S. dcvelo])mcnt loan. These 
were a land reclamation project and a mechanized timber extraction unit. 
But by far the most significant economic development in the opening months 
of the fiscal year 1957-58 was the sharji decline in the indicated size of the 
paddy harvest. 

Because of bad weather, it appeared that the new paddy crop would be 
almost a million tons smaller than that of the previous year. The implications 
of such a decline for rice exports, foreign exchange earnings, budgetary 
revenues and the execution of the capital and fiscal programs were most seri¬ 
ous. As further reports on the progress of the crop confirmed the earlier find¬ 
ings, it became clear that countervailing actions were needed. The most obvi¬ 
ous response to the new situation was to slash the program of imports for 
private use. I’his program had been set at K 104 crores for the year — higher 
even than the initial record-breaking program for 1956-57. As a first step, this 
program was cut to the level of K 90 crores. It was determined also that a 
close review would be made of the Government's current and capital s})end- 
ing activities with a view to selective cuts. 

The short crop also raised questions as to how much paddy the State Agri¬ 
cultural Marketing Board should ])rocure for export and how the reduced ex¬ 
port tonnages should be allocated. The sales of S.M.S. grade already con¬ 
tracted to India (500,000 tons) and Ceylon (200,000 tons) would virtually 
exhaust the anticipated availability of this staple grade, quite apart from 
sizable contractual obligations to Pakistan, Indonesia and other buyers. An¬ 
other important question was that of price. The only commitment Burma 
had made for 1957-58 was to grant India a price of ^32 per ton. The first ques¬ 
tion, therefore, was whether India should be given the entire 500,000 tons called 
for by the contract or asked to take a lesser pro rata share of the total S.M.S. 
availability along with other contractual buyers for whom prices had not been 
set. A further question was whether other buyers should be supplied on the 
basis of the contract price established for India or required to pay a higher 
price more in line with market conditions. The consultants felt that with 
huge foreign exchange losses in view as a result of the short crop, Burma 
should, in fairness to herself as well as to other buyers, prorate the limited 
availabilities to all contractual buyers, and charge buyers other than India a 
price based on prevailing market conditions. 

Early in January, conflicting revised estimates indicated an export surplus 
of from 900,000 to 1.3 million tons of paddy, compared with t.8 million tons 
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in the previous year. Despite the moral scruples of Prime Minister U Nu, the 
National Planning Commission clecidccl that price increases would be sought 
from buyers other than India, Ceylon and Pakistan. The availabilities would, 
however, be prorated to India as well as to other buyers, and Ceylon and 
Indonesia would be supi)lied at ^^33 per ton, only £i more than India. 
Other buyers would be asked to pay or per ton. All buyers, in¬ 
cluding India, would be asked to increase the down payment made on ship¬ 
ment from 90 to 97.5 per ccnt.“ 

It soon became clear that these measures would not suffice to protect the 
foreign exchange position, and a second round of cuts was imposed on the 
import program, reducing it from K 90 crores to K 80 crores. Since imports 
under Open Cicneral License were running at a rate far higher than the pro¬ 
gram estimate, it became necessary to rcinstitute the Union Bank’s control 
over letters of credit opened in connection with such imports. To prevent 
arbitrary action on the part of the Foreign Exchange Comptroller as between 
various categories of goods under Open General License, these imports were 
also programed.’^ 

llie long-awaited A.F.P.F.L. Congress had meanwhile taken place iti 
January. U Nu opened it with another marathon speech— this time on 
Marxism. Affirming that much of Marxist economics was valid, he neverthe¬ 
less repudiated the broader aspects of Marxist theory and declared, contrary 
to the j)osition taken some time before by LI Ba Swe, that Marxism and Bud¬ 
dhism were incompatible. In this ideological position U Nu was far closer to 
the convictions held by his political opponent, U Kyaw Nycin, than he was 
to those of Thakin Tin and Thakin Kyaw Dun, his political supporters in the 
fight with U Kyaw Nyein. Significantly, U Nu also slated that the A.F.P.F.L. 
was no longer a coalition but a party. Fie went on to discuss at length the 
goals of the A.F.P.F.L., what it had done to attain them and what it yet 
needed to do. He again affirmed that the chief goal was the building of a 
socialist welfare stale and again admitted that many mistakes had been made 
in working toward this goal. The important thing, he declared, was to see 
that honest mistakes did not recur. In discussing the needs of the future, he 

2. The tliffcrence between full cost and tlown payment was the margin provided for t]ualiiy 
(.lisputes between seller and buyer. 

3. in the previous two years, imports of many categories of goods under Open General License 
bad increased tremendously as com}>are<l with earlier exjiericnce and estimates. This increase was 
due both to looi)holcs and abuses of the O.G.L. system and to the development of large-scale 
smuggling of O.G.L. items into Tliailand, China, Pakistan and India. Loose provisions in the 
Burmese regulations permitted wines and alcoholic tonics, for example, to be imported as drugs 
and pharmaceuticals, and residential air-cemditioning units to he brought in under the heading 
of machinery, both on Open General License. Abuse of the O.CLL. system came in the form of 
hoarding. In the case of talcum powder, included among selected toilet articles on the O.G.L. 
list, the distributors for Yardlcy’s were amazed when they received, within a few months, orders 
equal to seven to ten years’ supply at their historic rate of sales. And since many goods on 
Burma’s O.G.L. list were under import restrictions in neighboring countries, overland smuggling 
developed to take advantage of the resulting price differentials. 
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emphasized internal peace, world peace and the strengthening of democratic 
processes. 

With respect to internal peace, his statement was surprisingly mild. The 
previous September he had stated, “We must be determined to stamp out and 
eradicate this social cancer that is eating away the vitals of our country.”** 
Now he said: 

J wish, at this Congress, to say to the insurgents, just three things. They are: 

j) Let us not argue who has been in the wrong or in the right, between your¬ 
selves and ourselves; 

2 ) I would request tolerance for any mistakes on our part, and we are ready to 
overlook your mistakes. 

Although yourselves and ourselves may not agree as to ideology and pro¬ 
gramme, there are many tasks on which we can co-operate together for the good 
of the people of the Union of Burma. Therefore, come into the light, and let us 
work together on these tasks. 

And he continued: 

If it is unavoidable, we will have to expand our armed forces and carry on the 
fight anyway. Hut if it can be avoided, I would like to avoid it.'"’ 

Affirming the existence of democracy in Burma, U Nu appealed to the 
A.F.P.F.L. leaders at all levels to exercise self-discipline, to be ready to make 
sacrifices for others, to recognize their faults and to correct their deficiencies 
of character and conduct. Significantly, he requested: “Do not gather strength, 
in the form of followers and supporters, for yourself. But, gather strength for 
the A.F.P.F.L.... I urge the leaders to gather strength for the entire organi¬ 
zation, and not for themselves separately.”*' 

This marshaling of strength was, however, precisely what had been going 
on in the months prior to the congress. It was reflected now in the struggle 
over who was to be Secretary-General of the A.F.P.F.L. U Nu supported the 
candidacy of U Kyaw Dun. U Kyaw Nyein and his supporters were adamant 
that U Kyaw Dun should not be elected. At least two major considerations 
were involved in this issue. The first was that U Kyaw Dun was said to have 
warned U Nu of the alleged plot to prevent his return to the prime-minister¬ 
ship in March 1957. U Kyaw Nyein, for this and other reasons, considered 
U Kyaw Dun, together with Thakin Tin, a major enemy within the party. 
The second consideration involved the circumstances under which U Nu 

4. Premier Reports to the People on Lau and Order, 'National Solidarity, Social Welfare, Na¬ 
tional Economy, foreign Adairs, speech by the Hon’blc Prime Minister U Nu in the Chamber of 
Deputies on Sept. 27, 1957, Director of Information, Rangwm, Jan. 9, 1958, p. 24. 

5. Translation of U Nu’s speech to the A.F.P.F.L. Congress, January 29, 1958, printed in The 
Nation, February 8, 1958, p. 51. 

6. Ibid., pp. 61-62. 
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resigned the prime-ministership in 1956 to devote himself to full-time party 
work. At that time, he had demanded that his colleagues who retained po¬ 
litical office should give up, at least for the time being, their leadership in 
constituent party organizations. U Kyaw Dun, a minister in the Government, 
was apparently being exempted from this rule. U Kyaw Nyein felt that U 
Kyaw Dun’s activity as Secretary-General would permit U Nu to consolidate 
his hold on the party, and insure his victory in the internal struggle. 

In this tense situation, it was U Ba Swe who played the mediator’s role. 
After warning that he would fight like a “tiger” anyone who ventured to 
split the A.F.P.F.L., Ba Swe effected a compromise on the U Kyaw Dun 
issue. The arrangement reportedly was that U Kyaw Dun would be elected 
Secretary-C^cncral by the A.F'.P.F.L. (xjngress, but that he would voluntarily 
resign from that post within forty-five days thereafter.” 

Another significant decision was made at the A.F.P.F.L. Congress. U Kyaw 
Nycin had felt for a long time that he was at a disadvantage in relation to 
other party leaders because he lacked an organizational mass following within 
the party. Thakin Tin was the head of the constituent All Burma Peasants’ 
Organization, in which Thakin Kyaw Dun also held an im[)()rtant leader¬ 
ship post. U Ba Swe was head of the Trades Union Congress. Thakin Pan 
Myaing, another of U Nu’s followers whose political star seemed to be on the 
rise, was head of the constituent Federation of Trade Organizations. Of the 
chief leaders of the A.F.P.F.L., only U Nu and U Kyaw Nyein lacked per¬ 
sonal organizational followings within the coalition. One of the decisions 
taken at the congress which mollified U Kyaw Nycin was that he should 
form an A.F.P.F.L. youth organization. 

The congress concluded without further issue or incident. It was clear, 
however, that U Kyaw Nyein and his supporters would insist that U Kyaw 
Dun fulfill his pledge. In the interim, U Kyaw Nyein went off on a lengthy 
trip to the U.S.S.R. and People’s China in response to a long-standing invita¬ 
tion. 

The Task Forces had by this time brought in several reports. These covered 
the jute, cotton textile and pharmaceuticals factories; the operational prob¬ 
lems of the Union of Burma Airways; and the problems of the tin-tungsten 
miners in the Tenasserim area. In each case a number of serious problems 
had been uncovered, and a number of constructive measures had been recom¬ 
mended for dealing with them. However, it was exceedingly difficult to gel 
high-level action on these situations. The studies had been conducted under 
the aegis of the Deputy Prime Minister for National Economy, U Kyaw 
Nyein, and even after his return from the Soviet Union and People’s (^hina, he 
was not disposed to concern himself with these problems. Since the Task Force 

7. One report has it that this understanding was reached by U Ba Swe and U Kyaw Dun, and 
that U Nu was not a party to it. 
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recommendations went to basic issues and called for policy decisions which 
could he made only at the highest political level, U Kyaw Nyein’s unreadi¬ 
ness to deal with them precluded further consideration. His capable secretary, 
U Tun Hiaung, was at a loss as to how to proceed. U Mo My it, the dynamic 
Secretary of the Ministry of National Planning and Executive Secretary of 
the National Planning Commission, hesitated to take over the Task Force 
reports for review by the National Planning Commission, for this would have 
appeared to be an invasion of a responsibility delegated to U Kyaw Nyein. 
And U Nu had other matters on his mind. The Task Force effort, for the 
time being at least, was stalled. 

U Nu did, however, display in the period immediately following the con¬ 
gress a keen interest in the status of the development program. This reflected 
his new interest in achieving better performance, not a desire to expand the 
development effort, and came about in response to requests for consideration 
of a further U. S. development loan. By March, Burmese ofiicials had reached 
preliminary agreement with I.CkA. representatives in Rangoon on a number 
of loan projects in addition to the land reclamation and mechanical timber 
extraction unit projects agreed upon in December. Such projects, totaling $19 
million in value, had been passed on to I.C.A. Washington for aj^proval. It 
was clear that within a short time the entire $25 million U. S. loan would have 
been obligated. 

Informal discussions had, therefore, been initiated at the secretarial level 
with the U. S. representatives, looking toward the presentation of a further 
loan request. The tentative plan was to request the United States for a further 
loan of $75 million to be utilized over a period of perhaps three years. This 
was in line with the discussions wdiich had led up to the $25 million loan; 
originally it had been contemplated that this loan might be merely the first of 
a series, and a $75 million loan could be considered a scries of three loans of 
$25 million a year. Since the utilization of any further loans would have to be 
tied to specific projects, consideration of the request involved also the prepara¬ 
tion of a tentative list of projects. It was the submission of a new list of pro¬ 
posed loan projects which sparked the Prime Minister into action at this time. 

It was clear that U Nu did not wish to approve a new loan list, whether for 
U. S. or World Bank consideration, (The Bank had once again sent a mission 
to Rangoon, headed this time by Martin Rosen.) U Nu was seemingly un¬ 
aware that the projects proposed were in almost every case projects previously 
approved by the Government. In only one or two cases were they new proj¬ 
ects, and for these there was excellent justification. Deferring decision, U Nu 
plunged into an intensive review, with the economic secretaries, of the prog¬ 
ress made in all important economic sectors over the past four years. Having 
completed this review, which required lengthy daily sittings over a period of 
some time, the Prime Minister requested the consultants to prepare an evalu¬ 
ation of the capital program of the previous four years. 
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That the Prime Minister was thinking not only of the need for emphasis 
on greater efficiency but also of possible significant modifications in the Gov¬ 
ernment’s economic policies and procedures was evident from the other mat¬ 
ters on which he also requested the consultants’ views. These included the 
principles which should guide the state enter|-)rises in their pricing, financing 
and related policies; the particular problem of the Electricity Supply Board’s 
financing and rate structure; the feasibility of using private agencies to man¬ 
age the commercial side of the Union of Burma Railways operation; the 
feasibility of developing private channels for the marketing abroad of 
Burma’s timber, rubber, minerals and possibly rice; the feasibility of joint 
ventures with foreign firms for both imports and exports; the considerations 
involved in assigning greater responsibility for mining operations to the 
private sector; and the desirability of certain joint shipping ventures then 
under consideration. The Prime Minister also ordered that a questionnaire be 
sent to all Government agencies asking whether they could not, by improving 
their efficiency, surrender part of their budgetary allotments. 

Still another evidence of U Nu’s preoccupation with efficiency and cost 
reduction was the innovation he introduced into the budget review process 
for 1958-59. lie announced that the budget review would be conducted by a 
twelve-man committee designated by him. Apart from Chief Secretary U 
Khin Mating Pyti, now appointed Chairman of the Budget ('ommittce, and 
U Ohn, the Prime Minister’s advisor, the Ikulget Committee was composed 
of the same group of economic secretaries who functioned as the Committee 
of Experts, the Foreign Exchange Control Committee, the Anti-Inflation 
Committee, the Standing (Committee for Supervision and Coordination, etc., 
and the chief economic consultant. Significantly, this Budget Committee was 
assigned responsibility for reviewing not only the capital budget but the cur¬ 
rent budget as wcll.^ 

During this period, negotiations were started on a second P.L. 480 arrange¬ 
ment with the United States. At the suggestion of the Government of India, 
negotiations were undertaken looking to the negotiation of a five-year trade 
clearing agreement with that country. Shimon Peres, of the Israel Defense 
Ministry, and General Dayan made a courtesy visit to Rangoon, followed 
shortly thereafter by Minister of Commerce Sapir as head of a trade mission 
which made a number of interesting proposals for further economic coopera¬ 
tion between the two countries. The first financial reports of the joint-venture 
trading corporations became available. These showed, for periods of operation 
ranging from six to nine months only, average profits of approximately 17 
per cent on sales and approximately 40 per cent on investment! Arrangements 
with the United Slates for a loan to strengthen the police force and for the 

8 . Up to this time, the capital budget h.ad been reviewed by the Committee of Experts under 
the auspices of the Economic and Social Board or the Planning Ministry. The current budget had 
always been reviewed by the Ministry of Finance. It may be noted that Bo Khin Maung (xalc, 
the then Finance Minister, was close to U Kyaw Nyein. 
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sale of surplus military equipment to Burma were formally concluded. The 
“police loan” was for $io million. At the same time, Burma was to be per¬ 
mitted to purchase, for $2 million worth of local currency, surplus military 
material worth perhaps ten times that much. U Kyaw Nyein, while in the 
Soviet Union and People’s China, had made tentative arrangements for 
Soviet credits for the construction of dams and a Chinese credit for the con¬ 
struction of a textile mill. And the visit of the World Bank Mission under 
Martin Rosen brought to a head some fundamental questions involved in the 
Bank s relationship with the Government of Burma. 

For some time there had been a feeling at the Bank that its relationship 
with the Government of Burma left something to be desired. The essence of 
this was that the Government had not taken the Bank fully into its confi¬ 
dence and that it did not fully welcome the Bank’s advice. The Rosen mis¬ 
sion hoped to establish a closer and more satisfactory relationship, on the 
basis of which the Bank could feel justified in participating in far greater 
measure in Burma’s development effort than it yet had. The Government, 
however, was not ready for such a move. Prime Minister U Nu was not 
interested in new projects or expansion of the development program. And 
U Kyaw Nyein made it quite clear that, so far as he was concerned, Burma 
did not desire a close relationship with the World Bank. The Bank, he made 
plain, was essentially a capitalist institution incapable of viewing the prob¬ 
lems and aspirations of a socialist state sympathetically. Nevertheless, by the 
time the World Bank Mission left Rangoon, it had inquired into a number of 
additional loan possibilities and had displayed some interest in several of 
them. 

The most significant developments of the period April-June 1958 were on 
the political front, within the A.F.P.F.L. Significantly, U Kyaw Dun had not 
resigned from his post as Secretary-General of the A.F.P.F.L. as he had pre¬ 
sumably indicated he would to U Ba Swe. U Kyaw Nycin’s response was to 
organize a mass meeting of some 10,000 A.F.P.F.L. youths in the Insein dis¬ 
trict immediately north of Rangoon, and the size of the meeting was particu¬ 
larly noteworthy because Insein was considered U Kyaw Dun’s political 
stronghold. A marked increase in crimes of violence and kidnaping in the 
Insein region followed. U Nu had already ordered the police to make a num¬ 
ber of arrests of local A.F.P.F.L. officials in the Tharawaddy district, where 
the U Kyaw Nyein following was strong. He now ordered large-scale arrests 
of A.F.P.F.L. officials in the Insein district who were accused of complicity in 
many of the criminal acts. This naturally caused much comment. 

While the Prime Minister was able to point out that he had impartially 
ordered the arrests, on the one hand, of followers of U Kyaw Nyein and, on 
the other, of followers of U Kyaw Dun, he wished to demonstrate that future 
police actions of this kind would continue to be completely impartial and 
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non-political. He therefore took the extraordinary step of creating a four-man 
committee of civil servants to whom he entrusted complete supervision of the 
police forces in their attempt to restore law and order. In addition to the 
Inspector (icncral of Police, this four-man committee included three highly 
respected civil servants — Chief Secretary U Khin Maung Pyii; Mr. James 
Barrington, the Permanent Secretary of the Foreign Office; and U Tun 
Thaung, the then Secretary to Deputy Prime Minister U Kyaw Nyein. The 
first three were considered apolitical. The designation of U Tun Thaung was 
perhaps intended to assure U Kyaw Nyein that supervision and administra¬ 
tion of the police efforts would continue to be impartial. U Nu shortly fol¬ 
lowed this action by deposing the Minister for Home Affairs, Thakin Tha 
Kin, who was one of U Kyaw Nyein’s closest supporters, and taking over the 
portfolio himself. This, he stated, was necessary to insure that control of the 
police would not fall into the hands of cither A.F.P.F.L. faction. But U Kyaw 
Nyein did not accept U Nil’s impartiality. It was U Nil's last action in taking 
personal charge, of the ministry in control of the police forces which finally 
precipitated the A.F.P.F.L. split. 

U Kyaw Nyein and his chief supporters in the A.F.P.F.L. — notably Tha¬ 
kin Chit Maung and U Tun Win, both of whom were certainly among the 
ablest members of the Cabinet — decided that they must fight back at what 
they obviously considered a declaration of political war. Even before the 
meeting which shortly took place between U Nu and U Kyaw Nyein, the 
Prime Minister told U Ba Swe that he had already decided to split the 
A.F.P.F.L. and to side with the Thakin Tin-Kyaw Dun group. According 
to this account U Ba Swe had recjuesied U Nu to reconsider this decision, 
and to postpone any split, at least until the general elections due in i960. The 
split, however, was decided upon April 27, at a meeting between U Nu and 
U Kyaw Nyein. After their initial agreement to continue the Cabinet until 
the August session of the Parliament, and after U Ba Swe’s decision to join 
forces with the Kyaw Nyein group, the Cabinet decided on May 5 to call a 
special emergency session of the Chamber of Deputies on June 5 to determine 
which faction should be invested with responsibility for forming a new gov¬ 
ernment, The die was cast. 

In the months that followed, charge and counter-charge flew between the 
“Clean” faction (also called the Nu-Tin group) and the “Stable” faction 
(the Swe-Nyein group). The entire country was beset with fears that which¬ 
ever faction won the parliamentary test, the other would resort to violence. 
Fearing the worst, people rushed to the bazaars to stock up on rice, chilli, 
ngapi and other staples, and prices jumped sharply. The N.U.F. (National 
United Front), the Communist-minded opposition to the formerly united 
A.F.P.F.L., now declared for U Nu, charging that U Kyaw Nyein was 

9. Scin Win, “The Split Story,” The Guardian (Rangoon), March 25, 1959. p. 24. 
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merely a stooge for Western imperialist powers. Both factions, however, 
pledged themselves to acceptance of the parliamentary mandate and to non¬ 
violence. As the fateful day approached for the convocation of Parliament, 
June 5, U Ba Swe and U Kyaw Nyein demanded that U Nu resign prior to 
the parliamentary test. They also demanded that he {)ledge himself not to 
dissolve the Parliament in the event that the verdict went against him. 

It was expected that the Swe-Nycin faction would obtain a large majority 
of the A.F.P.F.L. votes. U Nu would have a minority of A.F.P.F.L. votes, 
plus the votes of the N.U.F. The Swe-Nyein forces realized that the Shan 
and other Hill People’s vote would never go against U Nu so long as he was 
Prime Minister. They hoped that, if he resigned prior to the vote, they might 
pick up some of it. And, of course, if U Nu resigned prior to the vote he 
would no longer be in a position to dissolve the Parliament. The status of the 
one remaining small bloc of votes, that of the Arakanese National Union 
headed by U Kyaw Min, was unclear. On the eve of the parliamentary sitting, 
however, the A.N.U.O. bloc declared for U Nu on his promise that, if 
elected, he would give serious consideration to its demand for separate state¬ 
hood for the Arakan. The Arakanese decision came in the midst of an in¬ 
tensive public debate over the constitutionality of a possible dissolution of 
Parliament by U Nu in the event that he failed to win a majority. This de¬ 
bate, occasioned by U Nu’s refusal to announce in advance that he would 
under no circumstances dissolve the parliament (as U Ba Swe and U Kyaw 
Nyein had demanded), created renewed fears of violence on the part of the 
general public. 

After the minimum of four days reejuired by the Constitution, the parlia¬ 
mentary decision was taken on June 9. For the first time in the history of 
Burma, the final debate and roll call were broadcast over the radio. It was 
perhaps this decision to broadcast the activities — surely a felicitous one — 
which resulted in the restrained conduct of both sides during these climactic 
moments. The final vote was 127 to 119 in favor of U Nu. But 44 of U Nu’s 
127 votes had been cast for him by the N.U.F., on whose continued support 
his tenuous majority would henceforth depend. 

In the immediate aftermath of the Parliament’s decision, the “Stable” 
A.F.P.F.L. members constituted a new Supreme Council of the A.F.P.F.L., 
and voted to expel U Nu and all his followers. The new “Clean” A.F.P.F.L. 
Cabinet was especially noteworthy for the designation of U Kyaw Min, the 
leader of the Arakanese bloc and a former Secretary of Finance, as Finance 
Minister, and for the app)ointment of the able and devoted U Raschid as 
Minister for National Planning. 

Once again U Nu called upon the insurgents to disarm and surrender, 
promising them the most lenient of treatment. He undertook among other 
things to declare a general amnesty for all crimes committed in the course of 
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the irivSurrcction and to call a national convention which would formulate a 
new “Charter for Democracy.” He also assured the insurgents that, once they 
had surrendered their arms, he would permit the Communist Party to con¬ 
test the forthcoming elections. 

The N.U.F. joined U Nu in calling upon Thakin Than Tun to give up 
the insurrection. Than Tun, however, emboldened by the new turn of events 
which had placed the Government in a position of dependence on his above¬ 
ground supporters, strengthened his former demands. Not only did he con¬ 
tinue to insist on negotiations with the Government prior to any surrender; 
he now boldly insisted that his “army” be permitted to retain its arms and 
that it be incorporated in the armed forces of the Government. Undoubtedly 
these demands — which U Nu did not accept — plus the arrogant behavior of 
the P.V.O. insurrectionists who did come in and form the People’s Comrade 
Party, contributed much to the apprehension within the army. 

There is little doubt that by this lime the army had determined to take 
control if such action should become necessary to prevent the undue exercise 
of communist influence over the Government and possibly over the army. 
There was reason to think that U Nu already felt some concern over such a 
[)ossible turn of events. This would certainly have been fortified by reports 
that U Ba Swe, as well as others of his group, were publicly claiming to have 
the support of the army, and stating that they would not be out of power 
very long. 

Meanwhile, there were indications of a new trend in Burma’s political life. 
In a number of cases, non-political independents were coming forward to 
declare that they would stand for Parliament in the forthcoming elections, 
which at this time were expected to be held either in November or the follow¬ 
ing March.Dissension and splintering occurred among the left-wing groups 
which comprised the N.U.F. Various defections took place also in the two 
A.F.P.F.L. groups, with U Nu’s “Clean” faction gaining on balance. Con¬ 
siderable doubt was expressed that the conventional August-September Bud¬ 
get Session of the Parliament would take place. Many considered that the 
“Clean” A.F.P.F.L. government could not face a budget session without seri¬ 
ous danger of being voted out.^^ Although the Government first announced 
that the session would be held, it soon reversed itself and announced that it 
would defer the session and enact the budget by presidential decree. 

In September, a conference of the “Clean” A.F.P.F.L. stalwarts provided 
a forum for a number of vociferous attacks upon the army. It was alleged 
that, in a number of areas, army colonels had displayed rank favoritism on 

TO. November would be just prior to the harvest, while March would be immediately follow¬ 
ing it. 

II. Such a session would make possible numerous motions — for example, one against U. S. 
loan or P.L. 480 programs — on which at least part of the N.U.F. group would undoubtedly 
vote against the Government, and defeat it. 
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behalf of the Swe-Nyein faction, and that supporters of the “Clean” faction 
had been discriminated against and persecuted. It was even charged that the 
army was the “Number One Enemy of the People.”^" U Nu, who was not 
present at these sessions of the three-day conference, f)romplly disavowed 
these charges and expressed confidence in the integrity and impartiality of the 
army. Nevertheless rumors became widely current that the army was pre¬ 
paring to stage a coup d'etat, and the army felt these rumors were sufficiently 
serious to warrant a formal denial. By mid-September the crisis had become 
acute. The split within the A.F.P.F.L. had been matched by analogous splits 
in the parly’s constituent organizations and in the trade unions, and open 
fighting took place between rival workers’ groups, notably at port installa¬ 
tions and the railway shops. The Cabinet vote to dissolve the Parliament, to 
enact the budget by decree and to hold general elections in November was 
followed by intense and dangerous maneuvering on all sides. 

Neither A.F.P.F.L. faction trusted the other. Fears of assassination were 
expressed. Some of U Nil’s followers, who commanded loyalties among the 
military police and other armed groups, had forces moved into strategic 
positions for possible action. Similar or counter moves were apparently made 
on the other side as well. The array, apprised through its intelligence of these 
movements and alleged plots, prepared for any eventuality. The Prime Minis¬ 
ter, returning to Rangoon from an upcoumry tour, was confronted by mili¬ 
tary leaders with the facts of the explosive situation as they saw them. It may 
be, as some reports have it, that the army demanded that U Nu oust certain 
of the chief troublemakers in his Cabinet and form a coalition with Ba Swe. 
Or it may be, as other versions have it, that U Nu requested the military to 
establish martial law, that the army demanded his resignation or that the 
army insisted that he call a budget session of the Parliament to demonstrate 
his Government’s adherence to the Constitution. U Nu’s version, the formally 
accepted one, is that he himself hit upon the plan to request the Parliament to 
turn responsibility for government over to General Ne Win for a period of 
six months, during which a caretaker government would concentrate on re¬ 
storing law and order and make it possible to hold free elections in the coun¬ 
try. On September 26, the Prime Minister addressed the country over the 
radio, quoting verbatim an exchange of letters which had that day taken 
place between himself and (xencral Ne Win, in which he proposed such an 
arrangement and General Ne Win accepted it. On October 28, an emergency 
session of the Chamber of Deputies unanimously elected General Nc Win 
Prime Minister, and the period of uninterrupted A.F.P.F.L. rule was ended. 

The impact of these political developments on the efficiency efforts pledged 
to the country has already been described for the period through March. The 
account may now be resumed for the period April-September. 

12. Scin Win, op. cit., p. 75. 
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The interest which U Nu had evidenced in March in evaluating develop¬ 
ment progress in the past four years had been followed in April with plans 
for a retrenchment drive in the Government. Over the years foreign techni¬ 
cians and advisors had made a number of suggestions looking toward much 
needed reforms in the Government's administrative apparatus and proce¬ 
dures. These had run more or less j)arallel with the stress placed by the eco¬ 
nomic consultants on improved administration and management in Govern¬ 
ment enterprises and essential services. The most dynamic of the United Na¬ 
tions public administration experts in Burma had been Brigadier Sydney 
Divers, who had recommended a number of basic steps needed in the public 
administration field, and who had succeeded in setting up within the Home 
Ministry a division aimed at improving {mblic administration. Idiis division 
was headed by U Chit Pe, a former Secretary of Agriculture and one of the 
more able and dedicated people in the Civil Service. U Chit Pc had been suc¬ 
cessful in bringing before the Cabinet an efficiency program aimed at re¬ 
organization— the elimination of duplicate branches in departments and 
their respective ministries and the liquidation of artificial patterns of organi¬ 
zation and staffing which no longer corresponded to the (jovernment’s opera¬ 
tional needs. This program, mistakenly called a retrenchment program, was 
taken up by the Prime Minister and approved by the Cabinet in April. But 
the May split in the A.F.P.F.L. caused the Government to defer action. 

Prior to the split, for reasons which have been explained, the five Task 
Force reports prepared in the opening months of the fiscal year had waited in 
vain for action. After the split, jurisdiction over the Task Force effort auto¬ 
matically reverted to the Ministry of National Planning and its National 
Planning Commission. Indeed, in the Cabinet formed in June there was no 
longer a Dejmty Prime Minister for National Economy, to whose office the 
Task Force effort had previously been assigned. The Prime Minister, how¬ 
ever, was far too preoccupied with the developing political crisis to give his 
personal attention or that of the National Planning Commission to these re¬ 
ports. Thus there was little point in further Task Force operations, and the 
studies were discontinued. 

An action program for the National Planning Commission {prepared by the 
economic consultants — essentially an updating of the action agenda earlier 
prepared for the Economic and Social Board during U Ba Swe's prime-minis¬ 
tership—was similarly ignored, as were the several policy-position papers 
prepared at the Prime Minister s specific request. Although a special ad hoc 
committee of six ministers was constituted to consider import and price 
policies, particularly with respect to the Joint Venture Trading Corporations 
and the Civil Supplies, it took no action on them. The major report prejxired 
by the economic consultants at the request of the Prime Minister, an Evalua¬ 
tion of the Capital Program 1952-53 to i957“5B, completed in July, found no 
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reception at all. The Prime Minister displayed not the slightest interest in it. 
Having been prepared on his direct instruction, the report could not very well 
be submitted to anyone else, nor was anyone else in a position to use it effec¬ 
tively. The all-important fact was that U Nil’s actions were of necessity 
geared to the light for his political life. It was obviously for political reasons 
that he organized a General Planning Conference in July, in which he sat in 
intensive daily sessions with representatives of various functional groups in 
the economy — traders, producers, workers, students, clergymen, artists, etc. 
— and heard out their statements on what the Government should do for 
them. It was clear that action by the Government on any of the many policy 
recommendations already before it would have to wait upon consideration of 
the recommendations to be submitted as a result of the General Planning 
Conference. And if past experience was a reliable guide, little attention would 
be paid to these as well. 

One positive result of U Nu’s earlier resolve to seek increased efficiency in 
the Government was the inauguration by U Ba Khin, Director of Com¬ 
mercial Audit as well as Chairman of the State Agricultural Marketing 
Board, of a large-scale training program for government accountants. In a 
final effort to get something done on the efficiency front, the economic con¬ 
sultants submitted to the National Planning Commission a series of proposed 
directives which required only the stamp of approval to take effect. The direc¬ 
tives put forward the fundamental measures most needed to improve the 
operation of the state-owned boards and corporations and the two actions 
considered the most crucial for ihe encouragement of private-sector invest¬ 
ment. They would have set up the Government boards and corporations on 
an autonomous basis, provided for appropriate boards of directors and dele¬ 
gation of authority, established new accounting methods and procedures, 
taken initial steps to establish an industrial bank and simplified and liberal¬ 
ized the administration of foreign exchange controls. This final effort was 
shortly lost in the political tidal wave which brought a new government into 
office. 

STATISTICAL HIGHLIGHTS OF 1957-58 

Primarily because of the serious short-fall in paddy production, the index 
of agricultural production declined to 82 in 1957-5^ from 93 the previous 
year. The gross domestic product declined in consequence by 5 per cent. 
Rice exports fell to 1.46 million tons from 2 million tons the year before. The 
value of rice shipments declined similarly from K 89.5 crores to K 66.3 crores. 
Within these totals, the tonnage and value of rice shipped on barter account 
declined from approximately 14 per cent of the total in 1956-57 to less than 
9 per cent in 1957-58. As a result of measures taken early in the fiscal year to 
offset anticipated declines in rice production, exports and earnings, imports 
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declined to K tti crores from K 17,2 crores the year before. Consumer goods 
imports fell from K 94 crores to K 63 crores. However, capital goods im[)orts, 
at K 48 crores, were substantially higher than the K crores in the preceding 
year. Bolstered by foreign loans and a large flow of reparations, foreign ex- 
change reserves increased by K 12 crores to K 68.2 crores at the end of the 
fiscal year, while the privately held money supply increased only moderately 
from K 121 crores to K 130 crores. Capital expenditures, programed at K 56.7 
crores, amounted to K 52.3 crores, or practically the level of the year before. 
Consumer prices on the average held steady, the interim consumer price index 
actually declining one point from 116 the year before. Within this total, how¬ 
ever, there had been a sharp decline of about one third in clothing prices, 
while food prices, sparked by sharp increases in the prices of oils and fish and 
bsh products, increased by roughly 9 per cent. 



CHAPTER 15 


Cleanup and Consolidation: 
The Military Regime— 
September 1958-March 1960 


Although Genera] Ne Win formally took office as Prime Minister only on 
October 28, 1958, his regime, in effect, took power upon his acceptance on 
September 26 of Prime Minister U Nu’s offer to turn responsibility for a 
caretaker government over to him. As of that date, the “Clean” A.F.P.F.L. 
Government virtually ceased to function, and General Ne Win plunged im¬ 
mediately into intensive planning and organizing preparatory to discharging 
his new responsibilities. 

U Nu’s letter proposing that General Ne Win take over stated that the 
primary pur[)ose of the new Government would be “to provide all the neces¬ 
sary conditions and reejuirements that would ensure the holding of a free and 
fair General Election before the end of April 1959.” U Nu also requested 
assurances that Government servants and members of the armed forces 
would abstain from “any encroachment or interference in the political field,” 
that lawless acts committed by some military personnel would be suppressed, 
that particular attention would be given to the suppression of crime, that 
internal security would be established and that the Government’s traditional 
policy of neutrality in foreign relations would be continued. General Ne 
Win’s letter of acceptance specifically agreed to these stipulations, which were 
to constitute the priority objectives of his caretaker government. In accepting 
confirmation by the Parliament on October 31 of his designation as Prime 
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Minister, General Ne Win added to the above pledges his promise to take 
“severe action” against the “economic insurgents” who were responsible for 
high prices, and pledged himself to bring down the cost of living.^ 

In actuality, the goals of General Nc Win and his chief lieutenants in the 
armed forces went far beyond these objectives. Over the years they had been 
increasingly concerned over the “mess” the politicians had made of the coun¬ 
try. T’heir sense of order had been offended by the slackness, indiscipline, 
waste and disorder which pervaded the society. Their patriotism had been 
outraged by the primacy given to personal and political interests as against 
the national interest. Filled by now with an ill-concealed contempt for the 
“politicians” who had brought about this sorry state of affairs, they were 
fairly bursting with impatience to attack and clean up the mess. This, for 
them, meant primarily the injection of discipline, order and morale into the 
body ix)litic; the tightening up and de-poIiticalization of the public adminis¬ 
tration; and the elimination of waste and abuses in public activities. What 
they desired involved basically a clean break with the manner in which things 
had been done in the past. They were determined to conduct a thorough 
housecleaning with a broad and stiff broom. Once this was done, they 
planned to return to the barracks, but continue to keep a watchful eye on the 
politicians to insure that they would not again permit the nation to relapse 
into the intolerable conditions of the past. 

In the initial act of choosing his Cabinet, General Nc Win made it quite 
clear that efficiency rather than politics was to be the key criterion. In place 
of the twenty-odd ministers who had formed the previous Government, he 
appointed only thirteen in addition to himself. Of these, only five ministers 
were [)oliticians, and these represented the respective state governments, as 
was recjuired by the Constitution. Of the other eight, two were jurists, five 
were respected former civil servants and one was an educator. Only two of 
these had responsibility for one ministry only. Each of the others, and the 
General as well, were responsible for three ministries or more. 

The Cabinet, however, was not to be the significant decision-making body 
in this Government. Of more importance was the Military Staff Council, 
presided over by Brigadier Aung Gyi and Colonel Maung Maung, and com¬ 
posed for the most part of colonels and other officers assigned to key adminis¬ 
trative and operating posts. It was by this Military Staff Council, reportedly, 
that the important decisions were made, subject only to the approval of Gen¬ 
eral Ne Win. Had General Ne Win sat as Chairman of the Military Staff 
Council there would have been no need for the Cabinet at all, except as a 
vehicle for civilian appeals against military decisions. These decisions came 


I. This exchange of letters, and General Ne Win’s speech of acceptance to the Parliament, 
are to be found in the Government in the Union of Burma, 19^8 Nov,-19^9 h'cb., Director of 
information, Rangoon, pp. 2-10. 
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before the Cabinet for confirmation, to be sure, but only to preserve the con¬ 
stitutional form. The Cabinet was, in effect, a constitutional “cover” and a 
sounding board before which General Ne Win could express his reactions to 
the proposals of his military aides — with whom he was not always in agree¬ 
ment— and make his decisions. The ministers well understood the real 
power position; they knew that the power resided elsewhere, and were fearful 
of opposing it. 

In dealing with economic questions, the Military Staff Council took advan¬ 
tage of the experience of civil servants who had been most closely concerned 
with economic matters under the preceding Government. Some of these, 
notably U Kyaw Nyun, the Finance Secretary, U Mo Myit, the National 
Planning Secretary, and U Soe Tin, Executive Secretary of the Foreign Of¬ 
fice, who had been responsible for reparations programing and foreign ex¬ 
change controls over Government expenditures, sat as members of a new 
Economic Advisory Committee to the Cabinet, in which Brigadier Aung 
Gyi, Brigadier Tin Pe and Colonel Maung Maung also participated. Thus 
the military men were able to acquire background information and ascertain 
the views of these able civil servants. 

The houseclcaning, nation-building task which the military had set for 
itself was vast. There was no prospect at all that it could be achieved within 
the six months allotted to the caretaker government — the maximum which 
could be assigned to nonmembers of Parliament under the Constitution. It is 
not surprising, therefore, that the initial efforts of the military were directed 
not primarily to pacification of the insurrection but rather to economic, ad¬ 
ministrative, morale and housekeeping problems. Thus, at the February 
1959 session of Parliament at which arrangements for the April elections 
were presumably to be made. General Ne Win had to advise the Parliament 
that the existing state of affairs would not permit free elections to be held so 
soon. Fie thereupon resigned in compliance with the terms of reference under 
which he had been elected, and avowed his willingness to carry out the duties 
which would be assigned to him as Chief of Staff if the Parliament should 
decide to hold elections as previously planned. But he also stated his willing¬ 
ness to continue in office, if the Parliament would vote the necessary amend¬ 
ment to the Constitution, until the conditions essential to the holding of free 
elections were established. The amendment was voted, and the Ne Win Gov¬ 
ernment continued in office through March i960. 

The views which motivated the military regime were, in fact, well-founded. 
There was, after ten years of A.F.P.F.L. rule, a tremendous need to re-estab¬ 
lish law and order, to improve the public administration, to increase the 
efficiency of the state-owned enterprises, to eliminate undue political influ¬ 
ence and abuses, to instill among all elements and organizations in the soci¬ 
ety a greater sense of social responsibility and discipline and to place the 
national interest clearly above personal and party considerations. 
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So far as the cost of living was concerned, the unselective emphasis placed 
on the lowering of all prices by the Ne Win Government was somewhat off 
the mark. Prices had been stabilized for more than a year. True, prices of a 
number of commodities were out of line with prices in generak but quite 
s[:)ecial reasons were involved — chiefly ineffective or delayed procurement of 
certain imported commodities by Government agencies, unwise interference 
by the Government in the normal structure of the import trade and. in a few 
cases, seasonal or cyclical factors. For the most part, forces already in motion 
could be expected to moderate these out-of-line prices before long. Specific 
steps could be taken, to be sure, to hasten this outcome in sj^ecific commodity 
situations. More important, however, was “a modification in the structure of 
the imjiort trade to make it less restrictive, less monopolistic, more competi¬ 
tive and more consumer-directed.”^ 

A most important current econf)mic problem which faced the new C^ov- 
ernment, and to which insufficient attention was paid at the time, was the 
export of the new rice crop surplus. Despite the traditional underestimation 
of the size of the new crop surplus by the Ministry of Trade Development 
and the State Agricultural Marketing Board, indications were that this sur¬ 
plus would amount to at least 2 million tons, and might range as high as 2.5 
million tons. Combined with the carry-over from the }>revious year of some 
S()o,ooo tons, this meant an export availability of at least 2.S million tons of 
rice and rice products for 1958-59. There were also indications that People’s 
(>hina might enter the international rice market with exj)orts of perhaps 
I million tons. Tt was essential that the pricing of the new crop be realistic, 
with discounts for quantity purchases, and that every effort be made to 
market the crop as early as possible before potential buyers fully aj^preciated 
the international demand-supply position. In any event, early sales were es¬ 
sential to make large-scale shipments physically possible during the course of 
the year. 

Also to be considered was the effect on domestic money supply of the pur¬ 
chase by S.A.M.B. of the record post-war crop anticipated, and the impor¬ 
tance, therefore, of large export shipments, which would insure the foreign 
exchange needed to support an adequate flow of imports. The military, how¬ 
ever, did not at first appreciate this problem. They were more concerned with 
IcKating and disposing of some 170,000 tons of old and spoiling stocks, which 
to them symbolized the slack operations of the previous Government. Their 
failure to appreciate the importance of early new crop disposal contributed 
to a low volume of rice shipments for the year (1.6 million tons), to a low 
level of imports in the first half of the year (only K 41 crores) and to a tre¬ 
mendous increase in the privately held money supply (K 27 crores). This 


2. “What should Be Done About the Cost of Living?,” a memorandum submitted to the 
Economic Sub-committcc of the Cabinet, by Robert R. Nathan Associates, Inc., November 7, 
1958. 
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was the major economic failure of the military regime during its first year in 
office. But it is time to turn to a more orderly examination of how the Ne 
Win Government set about accomplishing the tasks it had set for itself, and 
to appraise its achievements. 

ADMINISTRATION 

The first and most significant administrative step taken by the Ne Win 
Government was to place colonels^ and other high-ranking military officers in 
charge of almost every important Government operation. This meant, in the 
first instance, the state-owned boards and corporations, the public utilities, the 
state import and export trading enterprises, the manufacturing enterprises 
and the development corporations. It meant, also, the assignment of military 
officers to key Government posts in many of the old-line Government depart¬ 
ments. In many cases these officers became direciors-gcncral or chief execu¬ 
tive officers of the organizations. In others they took rank as deputy. In still 
others they were installed as observers or advisors. But in all these cases, they 
reported in fact to the Military Staff Council and only nominally to the minis¬ 
ters concerned, and they wielded the real power. 

Simultaneously with this wave of new authority, the Government an¬ 
nounced unequivocally that slackness and indiscipline in the Government 
services would no longer be tolerated. Throughout all Government offices, all 
personnel from the secretaries down were to report to work at 9:30 a.m. sharp, 
and to remain on duty until the close of the office day at 4:30 p.m. All per¬ 
sonnel were to sign in on arrival, and attendance lists were to be brought to 
the secretaries for personal perusal a few minutes after the beginning of the 
day’s work. Personnel who went out during working hours were to leave 
word where they had gone and for what purpose. A new note of obligation to 
duty was introduced. It was combined with a new sense of apprehension as 
well. 

In the state enterprises, decision, efficiency and action were the order of the 
day. The colonels were impatient. They would brook no delay. Armed with 
clear authority from the Military Staff Council and confident of its support, 
their decision-making was crisp and their drive authoritative. They fairly 
vied with one another in “cleaning up messes.” Cost reduction, revenue 
increases, improved accounting and higher standards of performance were 
enforced as best the colonels could understand and achieve them. 

Throughout the Government establishment, personnel records were ex¬ 
amined to determine whether jobholders met with minimum qualification 
requirements, and orders were issued to discharge some 3,000 employees 
whose qualifications were below the established standards. Laborers em- 

3. After General Ne Win, there were only three or four Brigadier Generals in the Burmese 
Army. The next highest ranking ofTicers were colonels. 
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ployed by the Government Avere required to disassociate themselves from 
labor unions controlled by politicians, and to be represented only by inde¬ 
pendent unions which would concern themselves with economic questions 
only. Well-to-do merchants and businessmen who, through political “protec¬ 
tion,’' had been permitted to become delinquent in tax and loan payments 
were compelled under threats of foreclosure to settle up promptly. Student 
demonstrations and political meddling were sternly suppressed, and higher 
educational standards imposed. In such diverse ways was administration 
tightened and greater discipline cnlorced in every phase of the national life. 

This emphasis on improved administration was best symbolized and most 
apparent to the general public in the administration of the city of Rangoon 
itself. I’he former municipal administration was rudely pushed aside as in¬ 
competent— which it was — and its functions were taken over by a military 
commissitnier. The results were immediate and apparent to all. Details of 
military personnel and civil service employees were organized to clean streets 
and parks. After the initial cleanup, volunteers were called out to assist in 
finishing the cleanup and maintaining their neighborhoods. Vendors’ stalls, 
which had encroached on the sidewalks and streets, were demolished in favor 
of new bazaars. Squatters’ hasha (bamboo and thatch) huts in crowded 
kwetthits (concentrations of such hutments) all over the city were taken 
down and moved, with military assistance, to the new satellite towns of Ok- 
kalapa and I'haketa, rehousing nearly 200,000 persons. Clogged and festering 
sewers and drains were cleaned. Garbage disposal, which had been intolerably 
ineffective, was organized and maintained. Rigid supervision of bus, taxi and 
})edi-cab transportation effected swift improvements in service. Pariah dogs 
began to disappear from the streets. Within the space of a few short weeks 
the city began to take on a new look and tone. And, after some months, it 
could be reported that even the death rate and the incidence of fires had been 
substantially reduced. 

THE COST OF LIVING 

The Ne Win regime wasted little time in taking the severe measures it 
had promised against those it had labelled “economic insurgents.” In the be¬ 
lief that high consumer prices were due in large part to speculative hoarding 
by importers and distributors, a series of sudden raids scaled stores and ware¬ 
houses in Rangoon. Rooks of accounts were requisitioned for examination, 
and merchants were required to produce evidence of ownership and legal 
importation and to demonstrate that they were not hoarding or profiteering 
before their goods and books were released. In concurrent action, safe-deposit 
boxes in all the Rangoon banks were scaled, and their owners were required 
to open them in the presence of the authorities. While not very much by way 
of illicit foreign currency or gold holdings was uncovered, these measures 
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struck terror into the trading community. In neither case had the military 
troubled to obtain court orders. Yet such was the atmosphere of fear created 
that no one ventured to challenge the legality of these actions. Finally, in a 
number of cases resident alien merchants were arrested and deported, vir¬ 
tually without notice, as undesirable elements, without the formality of court 
orders, hearings or trial. 

Steps taken to augment the supplies of high-priced goods were more con¬ 
structive. One of the first acts of the regime was to terminate the ban which 
the A.F.P.F.L. Government had maintained on the slaughter of cattle. The 
effects of this were immediate. As cheap beef entered the bazaars, {irices of 
mutton, poultry and fish declined markedly. Navy boats were used to aug¬ 
ment and transport the fish catch. Military vehicles were used to haul fire¬ 
wood into the town. 

Concurrent with these actions to improve supply were steps to improve 
distribution. The army itself set up a number of retail distribution points. 
The Civil Supplies Management Board, the cooperatives and the joint ven¬ 
ture trading companies were also pressed to open new retail distribution 
facilities. 

Price ceilings were imposed on a number of domestic goods and services. 
These not only included foodstuffs, firewood and cigarettes; even the price of 
taxi and pedi-cab rides and motion picture theater admissions were “volun¬ 
tarily** reduced. Profit margins or markups were also imposed on essential 
imported commodities. These permitted markups of 5 to per cent for im¬ 
porters and wholesalers and 10 to 15 per cent for retailers. Retailers were re¬ 
quired to post the ceiling prices on these commodities in plain sight. 

Still further steps were taken with respect to the import and distribution of 
imported goods. A vigorous campaign was conducted to de-register spurious 
importers, and approximately two thirds of all registered importers were 
disqualified. Two of the joint venture trading companies through which 
producers had been required to purchase their industrial materials require¬ 
ments, and which had proved clearly ineffective, were liquidated. Other 
joint venture trading companies were required to set aside a substantial por¬ 
tion of their available supplies for distribution in the districts. Many of the 
items previously included under the open general import license were placed 
under specific license. And toward the end, the Ne Win Government ruled 
that, effective June 1, i960, all private agency imports into Burma could be 
arranged for only through Burmese firms. 

The measures taken by the Ne Win Government were effective in reduc¬ 
ing living costs, but not to the extent shown by official price indices. From 
September 1958, the index of consumer prices for low income families in 
Rangoon declined each month until, by February 1959, it had fallen by 
about 18 per cent. The largest declines were in the important food and 
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beverages component of the index. While the seasonal \ow^ established in 
February J959, was not held, by the following September average living 
costs were still 12 per cent lower than they had been a year before. How¬ 
ever, by March J960, when the Ne Win Government concluded its term 
in office, the index was already some ii per cent higher than it had been in 
March 1959 — a rather clear indication that the price reductions achieved in 
the early months of the regime had been due in substantial part t(3 stock 
liquidation and to Government measures too severe, arbitrary and extreme to 
be permanent in their effect. There is, moreover, real c]ucstion as to the ac¬ 
curacy of the reported price reductions. Hie lower prices did prevail in the 
bazaars — so long as supplies lasted. But the stalls were cleaned out early in 
the day, and many who had queued up were turned away with empty shop- 
[)ing baskets. Jt is only reasonable to conclude that a black market existed, 
and that average prices j)aicl by consumers were higher than those reported 
in the Government statistics. 

LAW AND ORDER 

The record of the Nc Win Government in re-establishing law and order is 
impressive. Within nine months after the establishment of the caretaker re¬ 
gime, it was reported that the number of insurgents had decreased from some 
9,300 to 6,365. The official data report almost 3,500 insurgent casualties — 
1,176 killed, 1,362 wounded and 915 captured. Hiey report, in addition, 2,304 
surrenders during the same period.** The 15-month record shows a further 
reduction in the number of insurgents to a total of some 5,000; casualties of 
over 5,000 (1,872 killed, 1,959 wounded and 1,238 captured); and 3,618 sur¬ 
renders.''^ The total of serious crimes reported for the first nine months — 
murder, dacoity, robbery and kidnaping — was 4,604, compared with 6,452 in 
the comparable nine-month period a year before. 

Travel by rail, road and river became much safer and for the first time in 
years it was possible to operate inter-city public transportation facilities by 
night. The derailing of trains, the dynamiting of bridges, the mining of roads 
and attacks on river craft virtually ceased. Within the towns, too, law and 
order improved markedly. 

These measures were not due solely to operations against insurgents and 
dacoits. They reflected improved organization, communications, equipment 
and material, better coordination of the law-enforcement bodies in the 
countryside, improved intelligence and better coordination with the villagers, 
vigorous action against the insurgents’ above-ground sympathizers and poli- 

4. The Nine Months after Ten Years, The Caretaker Government (Nov. iQsS-Jiily 1059). 
Ministry of Information, Rangoon, March ii, 1959. The failure of casualty and surrender data 
lo tally with the indicated strength of the insurgents at the end of the pcriofl is attributed to new 
accretions to their ranks, chiefly in the Shan States. 

5. Is Trust Vindicated?, Director of Information, Rangoon, i960, pp. 31 e/ seq. 
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ticians who had been allied with criminal elements, expedited judicial pro¬ 
cedures, stiffer punishments for law-breakers and, in general, improved 
discipline throughout the national community. Thus, of the approximately 
57,000 firearm pieces recovered during Gen. Ne Win's first fifteen months in 
office, nearly 52,000 were recovered from unauthorized persons other than 
insurgents and surrendered personnel. The material and equipment obtained 
from the U. S. Government under the police loan and the surplus military 
equipment purchased through the 1957 agreement improved the law enforce¬ 
ment capabilities of the military and the police. Divisional and district 
security councils were established throughout the Union, in which local mili¬ 
tary commanders for the first time were given clear responsibility for co¬ 
ordinating the law-enforcing activities of the police and civil authorities. 
Villagers were encouraged and even pressured to inform on insurgents and 
dacoits, and were afforded a larger measure of protection than heretofore 
when they cooperated with law-enforcement bodies. Left wing above-ground 
sympathizers with the insurgents were harried and, in many cases, arrested. 
Strict controls were set up at strategic points to stop illegal movements of 
arms, ammunition and supplies to the insurgents. Expressions of sympathy in 
the left-wing press were controlled with the aid of new legislation which in¬ 
terpreted the nature of sedition broadly. A number of additional judges and 
magistrates were appointed to quicken the sluggish judicial process. In the 
first nine months, the number of offenses tried by sessions judges tripled and 
the number of offenses tried by ordinary magistrates doubled, as against the 
comparable figures a year earlier. Finally, the national registration, which had 
been in process since 1952 in a desultory way only, was vastly speeded up. The 
number of persons enumerated and photogra[)hed was more than double the 
total enumeration and photography identification in the six years preceding 
the Nc Win regime. In combination with the steps taken to build morale and 
instill a spirit of responsibility and discipline in the civil service and to de¬ 
velop a greater sense of social responsibility in community life, these measures 
made a great contribution toward a more orderly and responsible society. 

POLICIES 

Apart from the primary objectives and the central measures already dis- 
cus.sed, there was relatively little in the way of new policy in the course 
pursued by the Ne Win Government. While it avowedly favored public 
economy and expressed horror at what it considered the wasteful and sense¬ 
less development projects undertaken by the A.F.P.F.L. Government, it did 
not, in fact, reduce public capital expenditures for development. Not only did 
it accept without challenge the capital budget for 1958-59 prepared by the 
outgoing ‘‘Clean” A.F.P.F.L. Government; its own capital program for fiscal 
year 1959-60 was roughly the same size. The departure in investment policy 
was that the Ne Win Government would no longer borrow abroad for capital 
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development projects, but would, however, accept foreign grants for such 
purposes, which the previous Government had refused to do. 

Despite the reluctance of the Ne Win Government to embark on new de¬ 
velopment projects, and despite its avowed emphasis on the assignment of 
greater responsibility lor development investment to the private sector, the 
army itself, through its Defense Services Institute, embarked on an ambitious 
investment program. The Defense Services Institute had been charged only 
with the operation of staff shops for the provision of essential commodities to 
its own personnel. Within a period of a few months after the Ne Win Gov¬ 
ernment took power it had gone into the banking business, the department 
store business, the construction business, the cxean shipping business and the 
fishing business. It also operated an automobile service station, a bookstore, a 
bus line, a radio assembly plant, a motor workshop and a boot and shoe fac¬ 
tory, conducted the country’s coal and coke imjajrt trade, operated restaurants 
and held agencies for foreign automobiles. Thus it had become the largest 
and the most powerful business organization in the country. 

In developing this large economic complex, the military were opportunistic. 
Scott & Co., a private li-nglish banking firm, had run afoul of the foreign ex¬ 
change regulations and had had its license revoked. The military seized this 
opportunity to buy out the enterprise. Rowe ik Co., a long-established English 
firm which had operated Rangoon’s largest department store, was facing 
bankruptcy because for a long time it had been unable to obtain an adecjuatc 
volume of import licenses. ITis firm, too, was looking for a jitirchaser, and 
the army moved in swiftly. Israel had long before pro[)()sed joint ventures or 
management arrangements in the fields of construction and ocean shipping. 
Previous governments had hesitated to go forward with these proposals. The 
army’s relations with the Israelis had always been close, and it now went 
ahead on these projects with Israeli assistance. Other ventures were taken 
over because of the failure of other Government agencies to handle ade¬ 
quately the res[K)nsibilitics previously assigned to them. 

The army’s readiness to move forward with these ventures and responsibil¬ 
ities arose out of more than sheer opportunism. Brigadier Aung Gyi, Colonel 
Maung Maung and other io|) officers in the army were, like the A.E'.P.F.L. 
leaders, Socialists by conviction and desirous of economic development. They 
did not want development activity to slow down, even though General Ne 
Win was far more reluctant to undertake new ventures than they were. They 
could make a case, however, that army operation of such enterprises would 
be more efficient than operation by civilian agencies. Finally, the military men 
perhaps viewed these ventures as a means of providing for their own future. 
Retirement in the military services comes early. Here, in this complex of 
ventures controlled by the army, was the promise of a vast reservoir of future 
well-paid jobs for military personnel, their relatives and their friends. 

There was one other significant development field in which General Ne 
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Win was anxious to move forward — namely, border settlements. Troubled 
by security problems near the Chinese border, by indigenous insurgents and 
by the problem of jobs for discharged military personnel, and impressed with 
Israel’s success wath agricultural settlements in border areas, he sent a sizable 
group of army families to Israel to live and work in settlements of various 
types, preparatory to the establishment of similar settlements in Burma. In 
the fall of 1960 the first group thus trained was already building settlements 
near the Chinese border, and a second group of army trainees was already in 
Israel. 

With respect to the development program inherited from the previous 
Government, General Ne Win stalled for time on several U. S. loan projects 
on which agreement had already been reached, apparently because of his 
reluctance to undertake new commitments and his aversion to the use of 
foreign loans for such purposes, perhaps even more because of his suspicion 
that some of his own officers would administer the projects in such a way as 
to favor relatives and friends. Of the Russian “gift projects,” he permitted the 
three already under construction to be continued — the hotel and techno¬ 
logical institute in Rangoon, and the hospital in Taunggyi. But whereas the 
former Government had declared that the three additional projects included 
in the original agreement — the agricultural and industrial fairgrounds and 
the sports stadium complex — would be indefinitely deferred, the Ne Win 
Government stated that they would be abandoned altogether. 

Policy with respect to the private sector was liberalized. Private trade was 
encouraged to play a larger supporting role than heretofore in rice and teak 
exports. The state export monopolies established for rubber and cotton were 
liquidated. Private exports could be rewarded by the issue of highly prized 
import licenses, up to to per cent of the value of the exports. Private invest¬ 
ment was encouraged by enactment of the long-pending investment legisla¬ 
tion. Approval was expressed, and some budget provided, for the long- 
considered establishment of an industrial development bank to help finance 
investment in the private sector. 

Development projects in progress were closely reviewed with an eye to 
tightening up administrative and operating efficiency. In a few minor in¬ 
stances, operations were terminated. Also, presumably for reasons of economy, 
contract arrangements with the American economic and engineering con¬ 
sulting firms which had served the Government since 1951 were terminated 
as of February 1959, some seven months before their expiration date. While 
economy was undoubtedly a factor in these dismissals, they were motivated 
also by an apparent anti-foreignism which grew out of the military’s confix 
dence that they could deal unilaterally with the country’s problems on a 
common-sense basis, and by their identification of the consultants with the 
previous regime, with which the military wished to make a clean break. 
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In the case of the economic consultants, there was also some confusion 
about the function they had served. General Ne Win, at least, was under the 
impression that their major function had been to seek out new development 
projects. The American consulting firms were not the only foreign technicians 
dismissed. Ihe Cjovernment also dispensed abruptly with the services of 
many other paid foreign technicians and firms at the same time, notably the 
Evans medical firm, which was managing the state-owned pharmaceuticals 
mill under contract with the Government. The wave of dismissals extended 
even to the revered J. S. Furnivall, who, though he still retained the honorary 
title of Planning Advisor to the Government, had been engaged for years on 
an economic history of Burma, and on whom the Government had pre¬ 
viously bestowed its highest honorary title, that of Thado Thiri Thudhamina. 
The dismissal of Furnivall, who had devoted virtually all his long adult life 
to the welfare of Burma, was perhaps the most unhappy example of the 
haste and ruthlessncss with which the military regime on occasion acted. 

The Ne Win regime left its mark on virtually every sector of the economy. 
For the most part, its achievements were constructive. 

It emphasized more intensive farming methods and improved yields; it 
suspended further land nationalization and distribution pending inquiry into 
the efficacy of these operations; it terminated the ban on cattle slaughter and 
revived hides exports; it increased fisheries activities and supplies; it en¬ 
larged the capital of the State Agricultural Bank; it took strict measures to 
enforce repayment of agricultural loans; and it reduced the uneconomic 
price which had been paid for sugar cane at the mills. 

To improve the t|uality of rice and rice export marketing, the Nc Win 
Government introduced price premiums for paddy of imjiroved c]uality; it 
increased the differential toll payments made to millers for the milling of 
paddy of better grades; it sought to effect substantial improvements in rice 
milling facilities; and, in the 1959-60 fiscal year, having learned a lesson the 
])rcccding year, it emphasized the early sale of the new rice crop, established 
attractive prices, and gave price discounts for quantity purchases. 

In the field of timber the Ne Win Government initiated the harvesting and 
export of green teak, a departure in teak marketing, and arranged for some 
improvement in sawmilling facilities. In the minerals field the Government’s 
contract prerogative was exercised to increase its share in the joint oil venture 
from one third to 51 per cent, and the pace of exploration was stepped up. 
The highly inefficient Mineral Resources Development Corporation was 
merged with the Industrial Development Corporation and put under the 
management of the latter institution. Completion of the Balu Chaung Hydro- 
Electric Project was expedited and hydro power was brought onto the trans¬ 
mission line in April i960. In the field of state-owned manufacturing indus¬ 
try, improved management and higher rates of production were achieved at 



264 Implementing the Program — An Overview 

the pharmaceuticals, steel, jute, cotton and sugar plants and at the brick and 
tile factory. Improved accounting was of major assistance in highlighting 
managerial and operating inefficiencies and in pointing the way to remedial 
action.** 

While the achievements of the Ne Win regime were clearly visible to all, 
there is no doubt that the military aroused a considerable amount of resent¬ 
ment throughout the country. Naturally, not all the measures adopted were 
well-considered or successful. Many of the decisions were made in haste or 
without the necessary experience and judgment, and proved to be faulty. 
More important in this regard was that many basically sound decisions were 
carried out in a peremptory and ruthless manner. This disregard for the feel¬ 
ings of others is so alien to the Burmese cultural pattern that many people 
developed strong resentment against the military, even though they did not 
dare to express it. In the civil service, in the trading community, and among 
cultivators the feeling grew that they were being pushed around and lorded 
over. 

This resentment found its outlet in the elections of March i960. The Swe- 
Nyein group, which had hoped to gain votes by the favor of the military and 
by identification with it in the minds of the public, experienced a bitter dis¬ 
appointment. The overwhelming victory won at the polls by U Nu and his 
new Pyidaungsu (Union) Party" was due not only to the immense popularity 
of U Nu throughout the country and to his promise to make Buddhism the 
state religion, but also to his veiled references to fascism and to the popular 
identification of the Swe-Nyein group with the military authorities. In fact, 
U Ba Swe, when he became aware late in the campaign that this identification 
was damaging rather than helpful, attempted to disavow the connection by 
announcing that, if elected, he would send the colonels back to the barracks. 
His disclaimer, however, came too late. 

6. Ironically, many of the constructive actions taken by the Ne Win Government followed 
recommendations previously made by the same economic consullanls the military had abruptly 
dismissed, recommendations not accepted or acted upon by the previous CJovernrncnt. Among 
these were the early sale and shipment of the rice export crop with j^rice discounts for quantity 
purchases, the payment of incentive prices for improved paddy, a rice mill improvement program 
and an expanded program for agricultural loans; a saw mill renovation and expansion program 
and an invigorated highway construction program; liquidation of the industrial joint venture 
trading corporations specializing in industrial goods imports and award of only part of the im¬ 
port licenses for the commodities they had handled to the remaining joint venture corporations; 
a severe reduction in the lists of registered importers; removal of the ban on cattle slaughter, ac¬ 
companied by a revival of hides exports, and emphasis on an increased fish supply; the enact¬ 
ment of investment legislation, establishment of an industrial development bank and the allo¬ 
cation of a more important role to the private trade in rice exports; a greater delegation of 
authority to and within the public enterprises, emphasis on more timely commercial-type ac¬ 
counting in the boards and corporations; the enforcement of higher standards of qualification 
and performance in the public services, improved tax collections and enforcement of repayment 
of agricultural anti other loans; and the resumption of night runs by the railways and discon¬ 
tinuation of international flights by the new Viscount aircraft. 

7. Pyidaungsu (or Union), it should be clear, was the new name adopted by the “Clean” 
A.F.P.F.L. Party. The “Stable” A.F.P.F.L., headed by U Ba Swe and U Kyaw Nyein, dropped 
the adjective, and became the A.F.P.F.L. 
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There is good reason to believe that some of the military strongly favored 
the victory of the Swe-Nyein group, perhaps because they felt that U Ba Swe, 
as Prime Minister, would lend himself to continued control by the military 
from behind the scenes, while U Nu and his party would not. In fact, there is 
more than a little reason to believe that, even after U Nu’s March 1960 victory 
at the fK)lls, some of the top military men were in favor of finding some pre¬ 
text for declining to transfer power to the newly-elected Government, and 
that this sentiment had to be overruled resolutely by General Ne Win him¬ 
self. In any event, the transfer of j’)ower took place in April i960. It was per¬ 
haps just as well for the military that this was so. 

The country had badly needed the emphasis on law and order, improved 
efficiency, tighter administration, delegation of authority and responsibility, 
discipline and the national interest which the military regime had provided. 
Even if the emphasis was exaggerated in some instances, and even if, in 
execution, the military sometimes went too far, this did correct the most seri¬ 
ous weaknesses evident under the previous governments, and pointed clearly 
to the new directions necessary. But during its 18 months in power, the 
military had contributed to the country substantially all that it had to con¬ 
tribute. Its thinking was not broad, flexible and statesmanlike enough to deal 
constructively with the problems of Burma’s further development. When U 
Nu returned to office in April 1960 the real cjuestion was vv^hat he and his 
colleagues had learned from the mistakes of the past and from the accom¬ 
plishments of the military Government. Would U Nu be able to retain and 
institutionalize in a democratic way the reforms introduced by the military, 
eliminate the weaknesses and political abuses of previous A.F.P.F.L. (iov- 
ernments and at the same time go forward resolutely to achieve the objectives 
of economic and social development? These were the questions which con¬ 
fronted U Nu and his colleagues in the Pyidaungsu Party as they once more 
took up the reins of government. 

STATISTICAL HIGHLIGHTS OF THE NE WIN REGIME 

General Ne Win’s Government spxinncd the full fiscal year 1958-59 and the 
first half only of 1959-60. Because the budget for 1958-59 was prepared by the 
outgoing U Nu Government, and because basic economic developments — 
such as the size of the rice harvest — cannot be attributed to the Ne Win 
Government, only some of the highlights described below can be taken as 
measures of its performance. 

Gross domestic product, in real terms, rose in 1958-59 by some 7 per cent 
over the year before, which had, however, been affected adversely by a poor 
rice crop and which was itself down 4 per cent from the previous year. Com¬ 
pared with 1956-57, the real product in 1958-59 was higher by only 2 per cent. 
Initial estimates for 1959-60 suggest another increase of 5 per cent over 1958- 
59- More than half of the 1958-59 increase was contributed by the agricultural 
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sector, chiefly through the record-breaking post-war rice harvest. In 1959-60, 
agriculture was expected to account for only one third of the anticipated in¬ 
crease, with substantial assistance from the rice marketing, government, pub¬ 
lic utilities, forestry and “other industries” sectors. 

Although performance in marketing the 1958-59 rice crop was poor-—out 
of availabilities of well over 2.5 million tons, only 1.6 million tons with a 
value of K 71.6 crores were shipped — other exports increased, and the rice 
lesson was taken to heart in 1959-60, when the harvest was even larger. Ex¬ 
port shipments in the first six months were close to i.i million tons, as com¬ 
pared with a little more than 600,000 tons during the first six months of 1958- 
59, and shipments were expected to reach 2 million tons for the year as a 
whole. After a slow start, imports in 1958-59 recovered swiftly and, for 
consumer goods especially, reached a high level in the first half of 1959-60. In 
March i960, the foreign exchange reserves, at K 71 crores, were some K j 
crores higher than they had been when the Ne Win Government assumed 
office. The course of consumer prices during the period has been described. 
The net increase in the internal public debt for T958-59, at approximately K 
31 crores, was the largest recorded since 1955-56, as was the increase of K 28 
crores in the privately held money supply. Further debt and money supply 
increases were held in check during the first half of 1959-60, but the money 
inflation of 1958-59 obviously contributed to the whittling away of the sub¬ 
stantial price declines achieved during the first half of that year. 
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CHAPTER 16 


Implementation of the 
Agriculture and Irrigation 
Program 


The Five-Year Agricultural Plan adopted by the Pyidawtha Conference was 
aimed at self-sufficiency through the restoration of pre-war paddy production 
and rice exports and increased output in a number of other food and fiber 
crops. These objectives were to be achieved with the aid of irrigation, land 
reclamation, fertilizer and mechanization programs, and complemented by a 
land nationalization and distribution program. The American consultants, 
while precluded by their terms of reference from recommending a compre¬ 
hensive program for agricultural development, did present a great many 
recommendations bearing on implementation of the agricultural program in 
their Comprehensive Report. Their program also provided for the invest¬ 
ment of some K 45 crores in irrigation projects. In adopting these recom¬ 
mendations, the Implementation Conference of February 1954 called also for 
the preparation of a comprehensive plan for agricultural development. Late 
in 1954 ^ Land and Agricultural Planning Commission (L.A.P.C.) was set 
tip to prepare such a program. Its draft report, submitted in the spring of 1956, 
was never formally considered by the Government. The L.A.P.C. Report did, 
however, provide the basic framework for the agricultural sector of the Four- 
Year Plan of 1957, and contributed to the emphasis which this plan placed on 
the need for expanded paddy production and on the role of the agricultural 
sector in economic development. 



270 


Implementation by Major Sectors and Projects 
Tabic 31 

Public Capital Expf.nditures 

FOR AgRICULTURF. AND IRRIGATION, 

1952-53 TO 1959-60 


{K Crorcs) 


Year 

Agriculture 

Irrigation 

Total 

Total 

33-50 

3 - 25 *" 

36-75 

1952-53 

.46 

a 

.46 

1953-54 

6.76 

1.24 

8.00 

1954-55 

3 - 2 ? 

-37 

3.60 

1955-56 

4-35 

.20 

4-55 

1956-57 

3-25 

.68 

3-03 

1957-58** 

5.47 

.76 

6.23 

1958-59" 

6.09 

a 

6.09 

1959-60" 

3-89 

a 

3-89 


Source: Economic Survey of Burma, various years through i960, for 1953-54 to 1958-59 data; 
1959-60 data from “Capital Expenditures for 1959-60,” C.S.E.I)., New Secretariat, Rangoon; 
1952-53 data from “A Review of Economic Planning in Hurma,” U Thet Tun, Ministry of 
National Planning, Oct. 1959. 

a. Included in agriculture figure and not separately available. 

b. Revised binlgct estimates. 

c. Incomplete. 


Public capital expenditures for agriculture and irrigation amounted to 
nearly K 37 crores from 1952-53 through 1959-60 (Table 31), excluding the 
cost of the land nationalized (K 9 crores) and the capital provided for the 
State Agricultural Bank (K 5 crores). While agricultural investment 
amounted to only some 9.4 per cent of total public capital expenditures for 
the eight-year period, from 1955-56 to 1959-60 capital outlays for agriculture 
were 21 per cent greater than in the previous four years. 

Details of agricultural capital expenditures are not available for the entire 
period. They are, however, available by major program component for the 
first four years of the program. These figures are shown in Table 32. 

About seven tenths of the agricultural capital expenditures during the four 
years ending 1955-56 were for rice storage and related facilities. The next 
largest expenditures were for irrigation and crop improvement and expan^ 
sion projects. Within the relatively small sums spent for irrigation, equipment 
expenditures far exceeded those for irrigation works proper. While detailed 
data on the distribution of agricultural capital expenditures for the years 
1956-57 through 1959-60 arc not available, the lion’s share was for the land 
reclamation and paddy expansion project and companion programs for rice 
storage, milling and handling facilities. 

The small share of total public investment devoted to agriculture and irri¬ 
gation may appear to have been seriously inadequate in an economy which 
was so heavily based on agriculture, and in which opportunities and need for 
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Table 32 

Capital Expknditurks for Agriculti’re and Iuric.ation, 

BY Major Program Component, 1952-53 to 1955-56 

(A* iMl^hs) 



1952-5^ 

1953-54 

1954-55 

1955-56 

Total 

103.51 

f) 44-4 3 

358.79 

361.92 

Crops improvement project 

SJ -32 

m.l(y 

52.96 

32.54 

Paddy (expanded production) 

44.00 

— 

— 

— 

Groundnuts 

— 


.06 

— 

Tobacco 

— 

7*37 

13.64 

22.56 

futc 


5.45 

11.55 

2.27 

Cotton 

2.38 

3-41 

4.H3 

5.81 

Coconut and betel nuts 

3-50 

I 3-01 

22.86 

1.61 

Others (onion, cofTee, etc.) 


.02 

.02 

.29 

Rice milling and related facilities 

11.22 

458.71 

215.48 

248.45 

Farm mechanization scheme 

1.63 

3-77 

.78 

42.83 

Animal husbandry project 

C'onstruction (jf buildings, o/Tices, 

5 - 6 ‘) 

12.10 

13.05 

6.69 

staff quarters for agriculture 

.24 

7.78 

5.23 

1-31 

Irrigation and soil conservation projects 
Irrigation works 

33-1 « 

12^.32 

38.11 

I 8.56 

Irrigation works proper 
(Construction of staff quarters and 

32.17 

24.80 

13.06 

13-25 

facilities 

— 

2.36 

.01 

— 

Tools and plant, etc. 

Afforestation and soil 

1.01 

97.16 

24.05 

5-15 

Conservation schemes 

— 

— 

•99 

.16 

Land surveys and reforms 

— 

— 

1.12 

.76 

Aerial survey 

Land nationalization and re¬ 
distribution, including 



.06 

•32 

Colonization 

__ 

__ 

1.06 

•44 

Research 

— 

7-23 

29.33 

8.95 

Agricultural research 

— 

7.09 

22.95 

4-94 

Veterinary research 

__ 

.14 

6.38 

4.01 

Miscellaneous jirojects and expenditures 

.23 

1.17 

2.73 

1.83 


Source: Program Reporting Section, Economic anti Social Board, undated (prepared some time 
during 


More: These detailed tabulations were prepared at an earlier date than were the data shown 
in the preceding table, and the t{otals arc somewhat disparate. Nevertheless, the details shown 
in this table reflect with reasonable accuracy the distribution of expenditures within the jirogram. 


development of agriculture were so great. This disparate relationship be¬ 
tween the possibilities of the sector and the share of public investment de¬ 
voted to it is not so serious as might be supposed at first glance. In the first 
place, primary responsibility for investment in agriculture rested with the 
cultivators and landowners. They were to maintain and build dikes and 
bunds, increase and improve their livestock and farm buildings, add to and 
improve their tools and implements, and so on. Secondly, achievement of the 
agricultural goals required less the investment of huge sums for dams and 
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irrigation works than it did the restoration of civil order and relatively low- 
cost schemes for land clearance, the building of earth embankments to pre¬ 
vent flooding and erosion, the use of improved seeds and insecticides, the 
development of extension programs, and similar measures. Deficiencies in 
the implementation of the agricultural program, as will be seen, were due far 
more to ineffective planning and execution than to the failure to allot the 
capital required. 

The most important agricultural programs were: (i) crop expansion and 
improvement in the production of paddy, cotton, groundnuts, jute, sugar 
cane, coconuts, Virginia tobacco and rubber; (2) rice storage, milling, clean¬ 
ing and grading, and mechanical loading and handling; (3) irrigation; (4) 
mechanization; (5) agricultural credit; (6) land nationalization; and (7) 
extension and research. 

CROP EXPANSION AND IMPROVEMENT 

PADDY PRODUCTION 

The Government adopted as specific targets the restoration of pre-war 
levels of paddy production and rice exports without formulating specific 
means by which these objectives were to be achieved. It was, of course, as¬ 
sumed that pacification of the insurgency in and of itself would make a 
tremendous contribution to increased paddy output. It was also assumed, ap¬ 
parently, that the land nationalization program would result in increased and 
improved land use. In 1952-53, when the larger concentrations of insurgent 
bands had been broken up, the Government offered a subsidy of K 10 per 
acre for additional paddy acreage put under the plow. It also offered a set of 
prizes to cultivators who produced substantial increases in yields. In that 
year, the Government paid out K 38 lakhs in subsidies and K 6 lakhs in 
prizes, and some 600,000 additional acres of land were sown to paddy. Sub¬ 
sidies were, however, paid on only 380,000 of the additional acres. More than 
one third of the additional acreage was thus not dependent on subsidy pay¬ 
ment at all. How much the 380,000-acre increase which received subsidy pay¬ 
ment was due to this factor, and how much it was due to improved security 
conditions in the countryside, is impossible to determine. 

In any event. Government support of the paddy expansion scheme was not 
a factor in the next three years. Improved seed was distributed and agricul¬ 
tural loans were extended, as for most crops. Subsidy payments were, how¬ 
ever, discontinued as rice surpluses mounted, export prices declined and 
stocks spoiled. For a time there was even a growing disposition within the 
Government to curtail paddy production in favor of other crops so as to 
prevent further surpluses. This tendency was checked in 1954-55, when rice 
exports on barter account raised the level of shipments some 400,000 tons 
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over the total o£ the preceding year and emergency storage facilities were built. 
The arrangement with India in May 1956 of a five-year, 2-million-ton rice 
sales agreement, and the findings presented in the L.A.P.C. Report, finally 
liquidated this negative sentiment. But three years of potential progress had 
been lost. 

As it became clear that close to 2 million tons of rice would be exported in 
^955“5^^ ^ substantial cut would be made in the level of carry-over 

stocks, the economic consultants pointed out that a determined attack on the 
problem of increased paddy output could no longer safely be deferred. With 
annual shipments already at a level in excess of current surplus production, 
and with stocks declining, it would not be long before export shipments would 
be limited by the size of the new crop surpluses. A new paddy expansion 
program was thereupon approved by the Government for the four-year 
period beginning 1956-57. 

The objective of the new paddy expansion scheme was to increase the 
land under paddy production by some 1.2 million acres. This, it was antici¬ 
pated, would increase the production of rice and rice products by some 
700,000 tons and raise new rice export availabilities to the level of 2.5 million 
tons annually. It was anticipated that still further substantial production in¬ 
creases would occur on lands adjacent to those reclaimed by the project be¬ 
cause of increased flood protection, and that higher yields generally would 
result from the use of improved seeds and practices. The major techniques to 
be employed were repairs to embankments, bunds and drainage channels; 
jungle clearing; loans for purchases of cattle and equipment; and increased 
use of improved seeds and fertilizers. Pest control, minor irrigation works, 
emergency seed beds, extension work and some resettlement were lesser com¬ 
ponents in the program. Budgeted capital costs for the four years 1956-57 to 
1959-60 were more than K 13 crorcs, supplemented by approximately K 9 
crores for which provision would be made in current rather than capital 
budgets. Of the K 13 crores of capital costs, K 5.6 crores were for cattle and 
equipment purchase loans, K 4.1 crores for embankments and drainage work, 
K 2.2 crores for jungle clearing and about K i crore for fertilizers. Relatively 
minor sums were provided for other elements in the program. 

Responsibility for execution of this second-phase paddy expansion program 
was given to the Land and Rural Development Corporation (L.R.D.C.). 
Since adoption of the program coincided with a change in the management 
of this important organization which brought to it the highly competent and 
energetic U Ko Gyi as Director-General and the equally competent and 
energetic U Hpu as Chief Executive Officer, the program was in excellent 
hands. It was also well conceived and planned. The areas to be brought under 
cultivation were carefully delineated, and specific measures appropriate to 
each area were prepared. In addition, both acreage targets and the bringing 
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of new areas into cultivation were phased. Because of the lead time involved 
in machinery and equipment procurement and in the engineering work neces¬ 
sary to reclaim more difficult areas, the program selected for initial im¬ 
plementation those areas which could be tackled with the least engineering 
preparation and the least ec[uipment. Care was exercised in the selection of 
component projects and district officers; the necessary liaison with other Gov¬ 
ernment agencies, including the military, was provided; and the job was 
attacked with real energy. 

In 1956-57, the first year, performance was ahead of schedule. The rec¬ 
lamation target of 200,000 acres was exceeded by 35 per cent. Some 18,000 
families were resettled. New embankments and drainage canals improved 
flood protection and drainage on some 200,000 acres over and above the 
270,000 acres reclaimed. This resulted in increased production of some 60,000 
tons of rice and rice products in addition to the more than 100,000 tons grown 
on the newly reclaimed acreage. Still another 30,000 tons of rice and rice 
products resulted from other program efforts, including tractor plowing and 
the distribution of almost i million baskets of improved paddy seed, 2,500 
tons of fertilizer and 200 pumps. Minor irrigation projects, pest control meas¬ 
ures and improved storage practices further augmented first-year gains. In 
combination, these measures increased export availabilities by some 250,000 
tons in 1957-58, and provided a vitally important offset to the serious crop 
losses which occurred elsewhere in the paddy economy because of adverse 
weather conditions that year. Not the least of the initial benefits was the 
marked improvement in security which occurred in the project areas. This 
was due not only to the elimination of insurgent hideouts through jungle 
clearing, but also to the enthusiastic support of the villagers. Insurgents 
hesitated to incur their displeasure by sabotaging a project which meant so 
much to them, and many former insurgents accepted employment with the 
project. 

The program had entered upon its second year when it became, in De¬ 
cember 1957, the first project approved under the $25 million U. S. develop^ 
ment loan. This loan provided $5.4 million to finance the purchase of needed 
equipment, including brush cutters, crawler tractors, wheeled tractors, dredg¬ 
ers, earth-moving equipment and spare parts, and work shop equipment for 
repair and maintenance work. Procurement and delivery were swift. All 
equipment ordered under the U. S. loan was delivered and placed in opera¬ 
tion within the year. 

A shortage of skilled tractor operators and mechanics limited the use of 
much of this equipment to one shift a day, and the shortage of experienced 
master mechanics made it necessary to carry out all but minor repairs at Ran¬ 
goon, which made for delays and higher costs. But these bottlenecks were 
soon broken by the establishment of twelve district workshops, each under 
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the supervision of a master mechanic, and by a training program for tractor 
drivers and mechanics. 

In T 957 “ 5 ^j some 350,000 acres — 50,000 acres more than the target for the 
year — were reclaimed. Of this total, 270,000 acres were actually placed under 
cultivation. By the end of 1959, with one year left to go, some 1.15 million 
acres had been reclaimed, of which 900,000 had bccai jdaced under cultivation, 
and some 60,000 families had been resettled on the reclaimed lands. Mobile 
workshop units had been introduced to supplement the equipment mainte¬ 
nance provided by the district workshops. Nearly 23,000 tons of fertilizer and 
more than (S,ooo plow cattle were distributed in 1Q5S-5Q and 1959-60 alone. 
Improved seed was introduced on hundreds of thousands of acres. 

The project, clearly outstanding among all Burma’s development projects, 
was appraised by Richard McCafTery, Chief of I.C.A.'s informal mission^ in 
Burma, as one of the most successful of I.C.A.'s assistance projects anywhere. 
The success appears to have been due, for the most part, to the following 
factors: 

(1) The project was concerned with something the Burmese knew very 
well how to do and had already achieved before; 

(2) It had the leadership of two of Burma’s most capalde civil servants, 
U Ko Gyi and U Hpu; 

(3) Special arrangements were made for decentralization of financial au¬ 
thority, which permitted the L.R.D.C. Director-General to make decisions 
involving up to 2 lakhs on his own authority, and to delegate authority to 
spend lesser amounts to subordinates and district committees; 

(4) L.R.D.C. leadership was given support and a relatively free hand by 
U Kyaw Nyein, the Deputy Prime Minister and, after 1956, Chairman of the 
Board; 

(5) The program had the coo|ieration of the military; 

(6) It had the enthusiastic support ol the villagers because they appreciated 
the immediate benefits that would accrue to them; 

(7) L.R.D.C. leadership readily utilized the suggestions made by the agri¬ 
cultural economist on the staff of the economic consultants because of an as¬ 
sociation of some five years’ standing and the mutual trust and respect which 
had developed in that time; 

(8) New graduates of the Ford Foundation-assisted Agricultural Institute 
at Pyinmina were available for executive jobs in the field; and 

(9) The I.C.A. cooperated not only in the selection of equipment but in 
insuring prompt procurement and delivery. The careful programing required 
in connection with the loan application was also beneficial. 

I. Although I.C.A. established a staff in Burma to administer the U. S. Development Loan, 
this group — at the request of the Burmese C^overnment — was not designated a mission, but 
was formally considered part of the U. S. Embassy staff. 
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COTTON 

The objective of the cotton improvement program was to convert the 
400,000 acres already planted to cotton from the short and medium staple 
Wagale and Mahlaing-3 varieties to a %'inch staple Mahlaing'5 variety which 
would provide the necessary raw material for the Government textile mill 
then in operation and for the additional textile mill capacity contemplated. 
The 20,000-spindlc textile mill required some 15,000 bales of M5 cotton an¬ 
nually and, when expanded, would require some 25,000 to 30,000 bales. Since 
it was anticipated that enough additional textile mill capacity would be built 
to utilize 75,000 bales of cotton per year, this was the target adopted for the 
M5 conversion program. 

The basic step was the provision of pure seed to some 12,000 private seed 
farms. This was to be followed by supervision of their production, grading of 
cotton in the field, purchase from the seed farms of all cotton with a lint of 
% inch or better, ginning of the cotton in state-owned or state-leased gin¬ 
neries, resale of the lint to the state cotton mill, and retention of all improved 
seed for the following year’s planting. 

Implementation of the cotton improvement program was very poor. Al¬ 
though the reported figures showed an increase in M5 acreage from some 
7,000 in 1952-53 to almost 92,000 in 1957-58, the. supply of M5 cotton to the 
mill increased only from 1.8 thousand to 6.8 thousand bales, less than half the 
amount required and less than 10 per cent of the original five-year target. 

The negligible increase in M5 cotton supplied to the mill was due in part 
to purchases made by the cooperative societies for export. Nevertheless, the 
increase in M5 production was not commensurate with reported acreage in¬ 
creases. This disparity is a significant clue to the failure of the program. The 
chief reasons for it were a careless mixing of cotton varieties in the field and 
poor grading at the purchasing centers. It was necessary to classify longer- 
staple cotton accurately in the field, keep it separate at the gin, return the pure 
seed to the cultivators, see that it was planted where cross pollination would 
not occur and cull out undesirable plants before they could fertilize others. 
These things were not done successfully. The fault lay chiefly in poor leader¬ 
ship and poor organization at the L.D.R.C. during the first four years of the 
program, prior to the management change in 1956. 

GROUNDNUTS 

The groundnuts (peanuts) program called for an increase in acreage from 
approximately 750,000 in 1952-53 to i.i million. This, it was estimated, would 
increase production of edible oils by some 42,000 tons, make Burma self-suffi¬ 
cient in this important commodity, and so reduce foreign exchange expendi- 
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tures by some K 4 crores annually. In addition, the program was expected to 
increase the value of oihcakc exports by approximately K i crore annually. 

The program relied on the distribution of improved seed, on tractor plow¬ 
ing, which would make possible the production of groundnuts as a second 
crop after paddy, and on the introduction of groundnuts as a new crop in the 
Hill States. In its first four years, it brought about a production increase of 
only some 10,000 tons of additional groundnut oil, or 25 per cent of the five- 
year target. A start was made, however, toward the growing of groundnuts 
as a second crop after paddy. 

Ineffective implementation of the groundnut project during the first four 
years was due in large part to the L.R.D.C.’s reliance on the Agriculture De¬ 
partment for the actual job, even though it should have been clear that that 
department lacked the necessary staff. Poor leadership characterized both 
agencies. This was especially reflected in seed procurement and distribution. 
Inferior seeds were distributed, perhaps because of a desire to be economical. 
Subseejuent checks disclosed that in many cases the cultivators did not plant 
the seeds at all but used them for food and fodder instead. Whether culti¬ 
vators would have put the seed to such uses if it had been of superior quality 
is doubtful. In any event, it is clear that the program failed to make adequate 
provision for liaison with and supervision of the cultivators, on whom it relied 
for increased production. Poor leadership was also reflected in the rivalry and 
lack of cooperation which developed between the L.D.R.C. and the Agri¬ 
culture Department. 

With the change in management at the L.R.D.C. in 1956, steps were taken 
to achieve more effective implementation of this program. Seed procurement 
and distribution were improved. Responsibility was more clearly assigned, 
the L.R.D.C. taking responsibility in Burma proper, and the Agriculture De¬ 
partment in the Hill States. The program was also augmented to include the 
growing of groundnuts as a winter crop on kaing land." Tractor pools, crop 
loans and arrangements for oil pressing were added to the program for the 
Hill States. By 1959-60 these measures brought some 250,000 additional acres 
under groundnut production and the total to very near the target of i.i mil¬ 
lion acres. The increase was more than double that achieved during the four 
years ending 1955-56. 

JUTE 

The goal of the jute project was to bring under cultivation 150,000 acres of 
this crop, which was new to Burma. This goal, it was anticipated, would re¬ 
sult in the production of 50,000 tons of jute. Of this amount, some 24,000 tons 

2. Kaing land is highly fertile land which is submerged during the monsoon but on which 
crops can be grown during the dry season. 



278 lmplem€ 7 itatio 7 i by Major Sectors and Projects 

would be required to enable the new jute mill to produce 24 million bags an¬ 
nually on a two-shift basis. The surplus would be available for export. The 
techniques to be employed were the operation of jute seed improvement 
farms for seed distribution to the cultivators, cash loans, the rental of small 
irrigation pumps for use during the dry season to make possible early plow¬ 
ing, and provision of tractor pools on a credit basis to prepare seed beds. The 
L.R.D.C. would buy the crop, sell part of the fibre to the Government mill 
and export the remainder. To facilitate this work it would operate baling 
presses and storage facilities and help build retting tanks. 

The project was initialed in 1952-53, and for the first five years it was al¬ 
most a complete failure. By 1956-57, when the target of 150,000 acres was to 
have been reached, only some 7,500 acres were sown to jute. As against the 
tonnage target of 50,000 tons of fibre for that year, the L.D.R.C. obtained less 
than 1,000 tons. 

Since jute was a crop new to Burma, it was only to be expected that the 
difficulties would be more serious than those encountered in other crop expan¬ 
sion programs. But this cannot justify the abysmal initial failure of the pro¬ 
gram. Previous experiments had demonstrated that good-quality jute could 
be grown in Burma with satisfactory yields. Perhaps the greatest of the 
problems was difficulty in developing a field staff knowledgeable in jute pro¬ 
duction. The same weaknesses of leadership, planning and management 
which plagued other crop production programs from 1952-53 to 1955-56 were 
also the prime cause of failure in the case of jute. Excessive reliance was 
placed on cash loans, while other techniques were neglected. 

With the change in management of the L.R.D.C. in 1956, a marked accel¬ 
eration in the jute program soon became evident. Field personnel from the 
paddy expansion project helped during their off season. The use of small 
pumps and imported fertilizers was added to the earlier techniques, and im¬ 
proved staff training and supervision, as well as better planning, brought 
quick results. Acreage sown and fibre produced tripled from 1956-57 to 1957- 
58, with 22,000 acres sown and some 2,700 tons of fibre produced. Acreage in¬ 
creased to 30,000 in 1958-59, and to 34,000 in 1959-60. 

SUGAR CANE 

The objective of the sugar cane program was not to increase total acreage 
and production, but rather to insure an adequate supply of cane for the three 
Government-owned sugar factories — the nationalized Zeyawaddy plant and 
the new factories at Pyinmina and Namti. Sugar cane was a long-established 
crop, in the growing of which the cultivators had a considerable experience, 
and was used chiefly in the manufacture of jaggery (molasses). Because 
sugar cane yields a far greater amount of sugar if it is crushed when less than 
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24 hours old, and because delivery from the fields to the sugar factories is by 
slow oxcart, sugar cane for factory use should not be grown beyond, say, a 
50-mile radius of a sugar factory, and preferably it should be grown within 
a smaller radius/ An assured supply for the three mills required the cultiva¬ 
tion of 50,000 acres within such radii to produce 600,000 tons of cane. With 
an average recovery of 10 per cent, the mills operating at capacity could pro¬ 
duce about 60,000 tons of white sugar a year — providing for the then con¬ 
sumption level of 45,000 tons, with something to spare for increased con¬ 
sumption. 

No problem was encountered in getting the necessary acreage planted to 
sugar cane in the vicinity of the mills. The difficulties were of quite another 
kind. Because the competitive price paid for sugar cane by the jaggery-makers, 
the only alternative users, was approximately K 20 per ton, and the buying 
price established at the mills was placed at K 40 per ton arbitrarily and un- 
economically, the problem quickly became one of oversupply. This was ag¬ 
gravated by management and mechanical difficulties at the mills — es})ecially 
the Pyinmina Mill — which kept them operating at considerably below 
capacity. On more than one occasion the inability of the mills to use the cane 
resulted in widespread hardship among nearby cultivators and led to acreage 
cutbacks the following crop season. 

A number of other serious problems also arose. The most important of these 
were low cane yields per acre and poor quality cane. Whereas cane yields on 
the Pyinmina State Experimental Farms in pre-war years had averaged 38 
tons per acre, yield on the same farms had now declined to about 20 tons per 
acre. Clearly the cane sets were running out, and new strains were required. 
Even these lower yields were not matched by the [)roducing farmers. As com¬ 
pared with average anticipated yields of 12 tons per acre, yields in the Myit- 
kyina district ranged from 6 to lo tons per acre, because of poor land clearing, 
inferior cultivation methods and field spoilages. Substantial portions of the 
crop were lost to smut and red rot, and insect pest damage was considerable. 
The impact of the uneconomic buying price established for sugar cane on the 
economics of the sugar mills will be described elsewhere. As far as the culti¬ 
vator was concerned, the excessive price paid for his cane lessened his incen¬ 
tive to increase yields and improve quality. 

If the establishment of an excessive price for sugar cane and the failure of 
the mills to operate at capacity were major defects in the implementation of 
the sugar cane program, the division of responsibility among a number of 
governmental agencies also contributed to the disappointing results. It was 


3. A recovery of some 12 per cent of sugar may be extracted from the cane if milling takes 
place within the first 24 hours after cutting. The yield, however, will drop as low as 6 per cent 
from tlic same canc by the fourth day. 
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never quite clear just how responsibility was divided among the State Sugar 
Board, the Agriculture Department, the L.R.D.C. and the Industrial Devel¬ 
opment Corporation responsible for sugar mill operations. Certainly these 
agencies failed to coordinate their work effectively. 

There existed also a powerful vested interest committed to a continuation 
of the confusion in sugar cane production and in sales to the sugar mills. Be¬ 
cause sugar cane production in the mill areas was in excess of mill require¬ 
ments, a quota or allotment system was developed which assigned each culti¬ 
vator the tonnage he might sell to the mills at the windfall prices established. 
These quotas were established, not by the mill management, which had in 
effect no control over procurement, but by local representatives of the All 
Burma Peasants’ Organization, the A.F.P.F.L. and the Cooperatives, as the 
case might be. Because the windfall element in the established price amounted 
to virtually a loo per cent premium in excess of that paid by the jaggery- 
makers, the cultivators paid officials heavily for allotment “tickets.” The of¬ 
ficials, and perhaps the organizations they represented, had therefore a strong 
vested interest in the continuation of the windfall price and in its application 
to all suppliers irrespective of their distance from the mills or the quality and 
freshness of their cane. They were not interested in pressing for the introduc¬ 
tion of the better cane sets, insecticides, and improved production practices 
which would increase yields and make it possible for cultivators to earn the 
same net income at lower prices. Thus little was done on this score. Only 
relatively late in the program was action initiated by the Department of 
Agriculture and the L.R.D.C. to introduce improved sugar cane strains. 


COCONUTS 

The original aim of the coconut program was to increase the area under 
coconut from some 7,000 to approximately 40,000 acres. This, it was estimated, 
would make the country self-sufficient in coconuts and coconut oil. 

In 1954 L.R.D.C. laid out a program of planting 2 million coconut trees 
over a ten-year period. By 1956 it had established state-owned plantations 
covering 14,000 acres with 450,000 trees. These plantations, it was believed, 
would make Burma self-sufficient in nuts for eating when they came into full 
production after 1964. After 1956, the L.R.D.C. consolidated its existing 
acreage. It replanted casualties but did not undertake further expansion. 

The coconut program was the only one on which the L.R.D.C. appeared to 
make significant progress during its first four years of operation. However, 
because the new management of the organization decided in 1956 to con¬ 
solidate the position, and because the trees planted will not be due to bear for 
some years, no further evaluation of this program is possible at the present 
time. The economics of the coconut plantations appear, however, to be very 
promising for fresh fruit, if not for oil. 



Agriculture and Irrigation 


281 


VIRGINIA TOBACCO 

As of Burma was importing some 10 million pounds of cigarette and 
pipe tobacco annually. By 1956, the Department of Agriculture, with the aid 
of the rapidly growing domestic cigarette industry, had spurred the planting 
of some 4,000 acres to Virginia tobacco. Under new management, the 
L.R.D.C. undertook to expand production still further, to 6,000 acres by 1959. 
This program was successful; the 6,000-acre target was achieved in 1958. The 
chief techniques used were establishment of seed nurseries and financing 
construction of curing barns. The L.R.D.C. also built an air-conditioned 
storage plant at Mandalay. By 1958, 1,000 curing barns had been established. 
Since flue curing of tobacco requires skills on the part of the cultivator not 
previously available in Burma, the L.R.D.C. trained hundreds of private pro¬ 
ducers at four training centers. The training program is continuing. By the 
early part of 1959, some 9,000 acres were under Virginia tobacco cultivation. 

The success of this program must be ascribed primarily to the effectiveness 
of the new management at the L.R.D.C. after 1956 and to the imposition of 
high duties on imported cigarettes. These duties encouraged cigarette manu¬ 
facture within Burma, thus insuring a profitable market for home-grown 
tobacco. 

RUBBER 

No provision for rubber was made in the Five-Year Agricultural Plan. In 
1957, however, a report presented by a U. N. technical expert led to considera¬ 
tion of it. Burma had 113,000 acres of rubber trees, nearly all of which had 
been planted between 1910 and 1930. It now appeared that these trees were 
approaching the age when tapping would no longer be economic, and that 
unless a vigorous planting program was undertaken, production would 
steadily decline and exports of some it, 000 tons of rubber a year would be 
lost. Also, the Government had created its own monopoly over rubber ex¬ 
ports, with a fixed buying price for crude rubber that captured most of the 
profit from the trade, thus reducing the incentive to private investment in 
the plantations. 

The L.R.D.C. formulated a replanting scheme to replace the existing rub¬ 
ber trees over a ten-year period with seedlings, and to expand acreage to 
160,000. It proposed to implement this plan by large cash subsidies to planters, 
the money to come partly from the public treasury. By the end of the period 
under review, because of certain questions raised by the consultants about 
the long-term prospects for natural rubber and the financing of the plan, no 
program determination had been made. However, the L.D.R.C. did make 
excellent progress in establishing four nurseries for seedlings to be sold on a 
subsidized basis. It also established a 500-acrc rubber plantation for the pro¬ 
duction of budwood for grafting. 
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RICE STORAGE AND RELATED PROGRAMS 


RICE STORAGE 

No provision liad been made for a rice storage program in the comprehen¬ 
sive plan. An emergency program, however, was developed on an ad hoc basis 
because of unsold stocks, which reached 1.5 million tons during 1953-54. 
fore the war, Burma had shipped out her entire surplus of more than 3 mil¬ 
lion tons of rice and rice products in the few months following the harvest 
and before the onset of the rainy season. Thus she had not required storage 
facilities to protect export rice during the rains, either upcountry or at the 
ports. In 1953, with surpluses mounting rapidly, an emergency construction 
program was undertaken by the State Agricultural Marketing Board, provid¬ 
ing 1,500 temporary thatched huts for 300,000 tons of paddy. During the 
next two years, 4S0 semi-permanent sheds with bamboo sides were built, pro¬ 
viding storage for 475,000 tons. In the same period, private millers and brokers 
built space for 400,000 tons of storage with the assistance of loans from the 
S.A.M.B. The cost of this storage capacity of under 1.2 million tons was K 
8.5 crores. The entire program was conceived and carried through without 
competent technical advice. The S.A.M.B., when urged to hire rice storage 
experts, requested technical assistance from the Food and Agriculture Organ¬ 
ization of the United Nations instead. The F.A.O. did supply a competent 
expert. In the interim, however, nearly two years had elapsed, a number of 
poor facilities had been built, and considerable tonnage had been spoiled by 
exposure to the elements. 

Beginning in i95f)-57, a program for the construction of permanent-type 
facilities was undertaken with competent advice. During the next two years, 
380 permanent-type godowns (warehouses) were completed at a cost of 
slightly more than K i crorc. These gave the S.A.M.B. permanent paddy 
storage facilities outside the port cities for some 750,000 tons. These facilities, 
together with the millers’ private storage capacity of 700,000 tons, were ade¬ 
quate for paddy storage, but did not meet the need for rice transit storage 
capacity in the port cities. Only capacity for 250,000 tons was considered in 
adequate condition in 1958. The Four-Year Plan of 1957 provided for the 
construction of an additional 300,000 tons of rice transit storage capacity by 
1959-60, and a substantial part was completed. 

The need for a large-scale rice storage program developed only because of 
weaknesses in the marketing and handling of export rice. Realistic pricing 
policies would have resulted in adequate sales early in each crop year to clear 
the market. Then effective handling would have made it possible, as in pre¬ 
war days, for most of the shipments to be made before the rains. Under such 
circumstances, there would have been no rice storage problem. The key factor 
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in the situation was the socialization of rice export marketing. Had responsi¬ 
bility for rice marketing been left with the private sector and a competitive 
price been set, the situation would have been quite different. As it was, in 
addition to the monopoly pricing which kept downward price adjustments 
too little and too late from 1952-53 to 1957-58, there were ecjually serious 
problems of organization, staffing and management, w'hich were inadequate 
ior the purchasing, milling and marketing of the surplus rice crop. With a 
weak staff and poor procedures and communications, the S.A.M.B. was never 
in control of the situation. Purchasing as it did from one hall to two thirds of 
the surplus paddy crop and turning it over to private millers for processing, 
its records were never sufficient to show what quantities of which grades of 
rice it had at specific stations at any given time. Hie S.A.M.B. was therefore 
not in a position to provide effective scheduling of transport to jiorts and of 
loadings and shipments. For this reason extra large transit storage facilities 
were required in port cities, so that loadings and shipments could be made 
from stocks on hand there. It is against this broader background of national¬ 
ization policy and its concomitants that the rice storage program and its 
implementation must be appraised. 

RICE MILLING 

Of all the programs which could have contributed to the rapid economic 
development of Burma, one to improve rice milling facilities should have 
been of first priority. Burma had some 850 rice mills, most of them small, 
obsolete, in poor repair and lacking in equipment to mill superior grades of 
rice. Before the war Burma’s largest rice customer was India. Since the grade 
of rice preferred in India, by virtue of its low price, was Small Mills Special 
(42 per cent broken), no compelling reason existed, in those pre-war years, 
for improving capacity to produce superior rice grades. In the T950S, how¬ 
ever, India was herself engaged in a massive food grain production program. 
Furthermore, she was consuming much more wheat and other food grains 
relative to rice than previously, and was obtaining huge quantities of these 
grains from the United States under P.L. 480. While there was a reasonable 
prospect that India would continue to purchase an average of nearly half a 
million tons of rice from Burma annually, it was clear that Burma would 
not be able to make substantial strides toward her pre-war exf)ort goal of 
3 million tons a year, unless she could find new customers or expand markets 
already established with buyers other than India. Japan especially constituted 
such a potential market. While she was buying some 200,000 tons of Burmese 
rice each year, she was also, by preference, buying much larger amounts from 
other countries, including the United States, at far higher prices because she 
preferred their superior grades. A program for improvement of rice quality 
was therefore an urgent necessity for Burma. Such a program would require 
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not only the growing of superior paddy but also more careful grading and 
much improved milling. 

Attempts were indeed made in these directions. The economic consultants, 
early in the program period, had urged, and the government had approved, 
a program which extended all the way from the growing of improved paddy 
to improved marketing practices. Better paddy quality was achieved both by 
the distribution of better seed and by the beginnings of a program under 
which S.A.M.B. purchasing centers paid cultivators premium prices for im¬ 
proved paddy. In the absence of improvements in rice milling, however, these 
efforts went largely to waste. The sole contributions made by the S.A.M.B. 
to improved milling were in the form of a few small loans to millers and, 
much later, the building of three small pilot mills and the establishment of 
a small rice milling research laboratory. The loans to the millers did not 
produce much improvement. Indeed, it was subsequently ascertained that 
many millers did not even use them for the purpose intended. Of the three 
small pilot mills constructed in 1957-58, one, an American rice mill, had been 
provided under T.C.A. auspices some five years before and had remained un¬ 
assembled in a warehouse. When the economic consultants urged the re¬ 
activation of at least two large forcign-owned mills (Tlie Ellerman-Arakan 
and the A.B.C". rice mills near Rangoon) idle since the war, because these 
could be quickly put into production at only moderate cost, and mill superior 
grades of rice, it was impossible to get the Government to act. 

But the nub of the problem lay in the fact that the Government had some 
time before enunciated as basic policy its intention to nationalize all the rice 
mills, and to turn them over to the cooperatives for operation. Although it 
did not proceed to implement this policy in the program period, the threat of 
nationalization hung over the mill owners. Under these circumstances, the 
millers were reluctant, not only to invest in improving their mills, but even 
to keep them in reasonable repair. Clearly, what was required was a group 
of policy decisions that rice millers might proceed to modernize their mills 
without fear of nationalization; that the Government would extend secured 
loans to millers to facilitate the modernization; that incentives for moderniza¬ 
tion would be extended by granting S.A.M.B. rice purchase and milling 
priorities to such millers; that the Government would liberalize the issue of 
import licenses for rice-milling machinery and equipment; and that S.A.M.B. 
would install cleaning and grading equipment for paddy at its own procure¬ 
ment and storage centers, in order to improve the paddy going to the millers. 
Such measures were repeatedly urged by the economic consultants, quite 
apart from their more basic recommendation that responsibility for export 
marketing be returned to the private sector. There were indications that these 
arguments were finding increasing acceptance, but the Government appar- 
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ently found it too difficult to renounce its previously stated nationalization 
policy in this area, even though it was no longer determined to proceed wiih 
it. 

Burma still urgently needs a program which will encourage her rice millers 
to acquire machines for cleaning and grading |xuldy, more efficient shellers, 
polishing cones and machines for classifying and blending rice. This would 
place her rice mills in a position to provide rice to exact specifications and 
make it possible to expand existing markets and to capture new markets for 
quality grades. The beginnings of a rice milling modernization were under 
way in i960, when fourteen small but modern rice mills, having a combined 
daily capacity of 1,250 tons, were under construction. 

RELATED RICE PROGRAMS 

In 1956-57 and 1957-58, ten power barges and thirty nonqiowTred barges 
were procured abroad; and, in addition, forty wooden barges were built in 
Burma for lighterage at Rangoon and other ports. Repeated recommenda¬ 
tions that the S.A.M.B. procure a number of low-cost rice cleaning and grad¬ 
ing plants did not result in any action. Because of its inability to clean and 
grade paddy, the S.A.M.B. continued to buy, store and handle, along with 
paddy, about 40,000 tons of dirt each year. However, S.A.M.B. did arrange 
with the Port of Rangoon Authority in 1957-58 to improve Ahlone Wharf 
No. i for rice handling and to survey, design and build a second rice wharf. 

The procurement of additional lighterage was necessitated, in part at least, 
by the inefficient use of the existing lighterage. For example, quality inspec¬ 
tion was held at shipside rather than at dockside before the lighters were 
loaded; thus, when quality disputes arose and surveyors refused to accept 
rice for loading onto the ships, the lighters became floating storage space for 
rejected rice, and were not available for dock-to-ship loading until the dispute 
was settled. After this situation had prevailed for a year or more, the S.A.M.B. 
was persuaded that it was possible to have rice surveyed at dockside before it 
was loaded onto the lighters. The need for improvement of the Ahlone Wharf 
No. j and the planned construction of a second rice wharf reflected the in¬ 
efficiency of lighterage handling and the previously mentioned inability of the 
S.A.M.B. properly to schedule arrivals from upcountry mills. 

The S.A.M.B. finally agreed, early in 1958, to order new cleaning and 
grading machines, as well as a few mechanical loaders, for experimental use. 
Informal reports indicate that initial experience with this equipment has been 
most successful. 

Capital expenditures for the rice storage and related programs for the years 
1952-53 through 1957-58 were as follows:^ 

4- Data from the Economic and Social Board. 
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1957-5^ 



7952-55 


{Budget 



to 
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7955-56 

195^57 
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Total 
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934-0 
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162.5 

1,194.0 

Storage and pest control 

8 st .2 

46.5 

59*5 

957-2 

Milling 

10.8 

1-5 

I.O 

13-3 

Transport and lighters 

41.7 

48.6 

37.0 

117.3 

Ahlone rice wharf 

— 

TO.O 

50.0 

60.0 

Miscellaneous 

30*3 

•9 

15.0 

46.2 


IRRIGATION 

The Five-Year Agricultural Plan made no specific commitments to an 
irrigation program. It stated only that of the i .5 million acres of new lands to 
be put under cultivation, about half would require irrigation. The Irrigation 
Department, it was stated, would work out plans for a number of projects, 
including a system in the Yamethin District, the construction of a reservoir 
at Taungpalu and a project for power pump irrigation in the Dry Zone. The 
K.T.A. Comprehensive Report envisaged four irrigation projects, two of 
them major, which would service nearly 1.7 million acres at an estimated cost 
of K 45 crores. These were approved in principle at the Implementation Con¬ 
ference of 1954. Yet for the first six years of the development program, 
through 1957-58, total expenditures for irrigation were well below K 5 
crorcs.''’ Of this total approximately K 3 crores were spent for irrigation works 
proper, the remainder for tools and plant. 

During this period only two new irrigation projects of any size were com¬ 
pleted. These were the Taungpalu Dam and the Alaungsithu Dam. Both 
were earth-fill dams and were built by the Irrigation Department without 
outside assistance. In both instances, construction methods were faulty — the 
outlet pipes collapsed and parts of the structures had to be rebuilt at sub¬ 
stantial additional cost. The acreages serviced by these dams were 6,000 and 
4,000, respectively. In addition, the Department constructed a number of small 
tanks, sluice gates and irrigation canals, and improved a number of previ¬ 
ously existing facilities. 

The largest single expenditure in the irrigation field was for the reconstruc¬ 
tion of the Kabo Dam, which collapsed because of unprecedentedly heavy 
rains early in 1956. Its collapse threatened the loss of rice cultivation on 
300,000 acres. Planning and supervisory responsibility for reconstruction of 

5. Actual expenditures for 1957-58 are not yet available, but they were almost certainly 
lower than the budget figures. 
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the Kabo Dam was given to Tippetts-Abbett-McCarthy-Stratton (formerly 

K. l .A. and K.T.A.M.), the Government’s consulting engineers. Messrs. E. 
D. Zublin, A.G., another foreign firm, was awarded the contract for the ac¬ 
tual reconstruction. An emergency authority was set up to cut through red 
tape so that a weir dam could be completed on a forced draft basis before the 
onset of the next rainy season and save the acreage from flooding while 
further construction proceeded. Under these special conditions, tlie job was 
admirably executed, under the immediate supervision of Mr. John Alexander, 
within the very short time allotted. 

The next largest project was the restoration of the earth embankments 
along the east side of the Irrawaddy River. This was a long- range project de¬ 
signed to protect some 500,000 acres of Delta paddy land from flooding. By 
the end of 1957-58, the work was approximately (n) per cent complete and 
provided protection for some 300,000 acres, bringing assured yields on lands 
previously subject to annual flood. 

There were a number of reasons for the relatively puny accomplishment in 
the irrigation sector. The Mu River Valley project recommended by 1 \A.M.S. 
was large and costly and intensive engineering was required before it could 
be undertaken. When it was initially discussed, the most serious obstacle to 
it appeared to be the problem of the many pagodas which would be inun¬ 
dated. This question was raised at the Implementation Conference early in 
1954 project was taken under further advisement, from which it 

never again seriously emerged for active consideration. Its potential was 
tremendous. The I.C.A, and the several World Bank missions showed con¬ 
siderable interest in it and it is quite probable that financing for it could 
have been found. But the religious scruples of the Prime Minister and his 
associates were sincere and remained controlling. 

This religious concern did not seem to be present in the case of the Yame- 
thin District project conceived by the consulting engineers to service some 
floo,ooo acres at an estimated cost of K 26 crores. This actually was not one 
project but a complex of projects which did not have to be executed simul¬ 
taneously. In 1957-58, Soviet technicians surveyed the possibilities for the 
Thitson Dam, part of the original complex. Unlike the Kyetmauktaung 
Project, also surveyed and recommended by the Soviet technicians, the Thit¬ 
son appeared to be an economic project and funds were budgeted for it in 

1958-59- 

An important reason for the relatively small accomplishment in the irriga¬ 
tion sector is to be found in the Irrigation Department itself. It lacked dy¬ 
namic direction and enough engineers and skilled construction workers, a 
difficulty aggravated after 1956 by the transfer of some of its personnel to the 

L. R.D.C. for work on the land reclamation project. The collapse of the two 
earth-fill dams reflected its lack of experience in planning and designing 
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large projects and dampened its desire to tackle additional projects. The lack 
of adequate hydrological data was another retarding factor. Important also 
was the poor quality of ministerial leadership. Both U Tin Mating and U 
Kyaw Dun, who served as ministers hir Agriculture and Forests during the 
program period and who as such were responsible for the irrigation sector, 
were primarily politicians. They appeared to contribute little in the way of 
inspiration and leadership to the services under them. But perhaps most im- 
fiortant was the basic fact that the real priorities in agriculture at that time 
lay elsewhere. With more than 2 million acres of former paddy land waiting 
to be reclaimed by earth embankments and jungle clearing at an average cost 
of perhaps K 50 per acre, and with tremendous production increases possible 
through the use of improved seeds and other simple techniques on lands ah 
ready adequately watered, irrigation projects which would insure water sup¬ 
ply only at a per-acre cost six and seven times as great were certainly of sec¬ 
ondary importance. It was for these reasons that the economic consultants 
made no serious effort to press the irrigation program. 

MECHANIZATION 

The Five-Year Agricultural Plan contemplated the introduction of mech¬ 
anized farming, wherever feasible, to overcome the shortage of plow cattle 
prevailing in 1952. It saw greater possibilities for mechanized farming in the 
Dry Zone than in the small paddy fields of the Delta, and contemplated that 
the provision of tractors to Upper Burma would make possible the diversion 
of scarce working cattle to Lower Burma. The consulting engineers, in their 
Comprehensive Report, strongly favored farm mechanization. Early in 1956 
the Department of Agriculture had 130 tractors, of which about 100 were in 
operating condition. It had been using these for custom plowing work for 
sugar cane, for second-crop groundnut after paddy and for jute cultivation. 
Plowing was, however, the only agricultural operation which had been 
mechanized and tractor use had been excessively hampered by inadequate 
maintenance, breakdowns and a lack of spare parts. The record showed that 
the average use per tractor was about 500 hours per year, far lower than re¬ 
quired for economic operation. With conditions in the country unsettled, 
with tractor use limited to plowing, with inadequate provision for tractor 
maintenance and with poor management within the Department of Agri¬ 
culture, a higher level of utilization seemed unlikely. 

However, cultivators displayed a great interest in tractor use, and many 
of them found custom plowing at the established rates more economic than 
bullock plowing. Operation of the tractors was on a partly subsidized basis 
under the direction of the agricultural engineering section of the Department 
of Agriculture. The purchase of 200 tractors scheduled for delivery in mid- 
1956 provided the necessary stimulus to establishment of a central workshop 
for mechanized equipment and a complementary training center for tractor 
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operators and mechanics. Several foreign technicians, one from Israel and 
others provided under U, N. auspices, were of great help in establishing these 
much-needed institutions. The next major stcj) came in connection with the 
paddy and land reclamation scheme, under which not only tractors but earth- 
moving equipment, jungle-clearing equipment and brush-cutters were pro¬ 
cured and effectively utilized. 1 hcse measures have so far barely scratched 
the surface of the mechanization potential. 

While the value of tractor plowing has been demonstrated in a number of 
crop applications, the usefulness of tractors for jobs other than plowing — 
harrowing, harvesting, and so on — cannot be judged without more experi¬ 
ment. 1 he widespread use of tractors in the Delta, even for plowing, would 
seem to be extremely dubious because of small-scale land holdings. Combin¬ 
ing a number of ten-acre farms into large management units suitable for 
mechanized cultivation would require contouring, which does not always 
follow property lines. A redistribution of lands in suitable units would be 
necessary to make possible mechanized paddy cultivation on a large scale. The 
more immediate possibilities for further mechanization lie, rather, in the Dry 
Zone and in the Shan States, particularly because of the abundance of land 
in relation to population there. Finally, it is doubtful whether labor costs in 
Burma will for some time reach a level in relation to capital costs that will 
make widespread farm mechanization advantageous. 

The emphasis given to mechanization possibilities in recent years has had 
one undesirable effect. It has made for neglect of husbandry practices to im¬ 
prove the working cattle. Until now little has been accomplished, other than 
some routine disease prevention. Other practices, particularly proper feeding, 
offer great possibilities for improving animal power and thus improving 
farm efficiency. Improvement of animal-drawn equipment, such as rakes, 
mowers and binders, has also been neglected. Even should mechanization 
proceed far more rapidly than it has, the bullock will still be necessary, for 
many decades to come, on a majority of Burmese farms. Improvement of this 
animal is, therefore, of considerable importance. 

It is quite likely that, after the Agriculture Department had taken the lead 
in procuring tractors and demonstrating their usefulness, mechanization 
would have proceeded more swiftly and more efficiently through private 
channels than it did under Government organization and operation. Tractors 
could have been sold on time purchase to cooperatives and to individuals who 
would hire them out for custom work and be responsible for their mainte¬ 
nance. These or similar approaches are yet to be tested. 

AGRICULTURAL CREDIT 

The objective of the agricultural credit program was to enable the cultiva¬ 
tors to satisfy their needs for credit at reasonable rates of interest. Until 1953 
most of the agricultural loans extended by the Government were the so-called 
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direct agricultural loans issued through township officers directly to the 
cultivators at 6/2 per cent interest. The cooperatives also played an important 
role in loan issue. However, the total of Government-sponsored loans was 
less than K 5 crores out of a total of some K 30 to K 40 crores estimated to be 
necessary. The cultivators still relied on private moneylenders for the bulk of 
their credit requirements, paying anywhere from 40 to 400 per cent for the 
money they borrowed from these sources. In 1953-54 the Government set up 
a State Agricultural Bank with an initial capital of K 5 crores; and up to 
April 1959, the Bank had established 1,290 village banks in twenty-three 
districts. No substantial increase in the total volume of Government-sponsored 
agricultural credit resulted, however. The average total of loans extended 
remained, as before, in the neighborhood of K 5 crores per year. 

The chief accomplishment of the State Agricultural Bank was to reduce 
the proportion of administrative loans extended through township officers, on 
which repayment performance has been very poor, dropping from more 
than 70 per cent in 1952-53 to something less than 50 per cent in 1957-58. 
These unsupervised administrative loans made under the Agriculturalists 
Loans Act were progressively replaced by supervised loans issued under the 
auspices of the State Agricultural Bank and the cooperatives and village 
banks associated with it. Under these auspices, loan repayments improved 
considerably. Township officers had little contact with the villagers and could 
not visit their farms prior to loan issue, maintain contact with them during 
the life of the loans or follow through effectively in collections. There were 
undoubtedly other reasons for poor repayment performance as well. Adminis¬ 
trative agricultural loans were heavily influenced by political considerations, 
as local A.F'.P.F.L. or peasant organization officials interceded with township 
officers on behalf of loan applicants, both to obtain loans for them and to 
request leniency in cases of non-repayment. There can be little doubt that 
such abuses were widespread on behalf of loyal party adherents. The same 
cultivators who forfeited on low-interest direct Government loans made every 
effort to meet the exorbitant interest requirements imposed by private money¬ 
lenders and to repay the principal of these loans as well. The reason for this 
is not difficult to understand. Since cultivators typically obtained only one 
quarter or one fifth of the credit they needed from the Government and its 
agencies, they were dependent on private moneylenders for the balance of 
their credit needs and could not afford to ruin their credit standing with them. 

In contrast to unsupervised administrative loans, those issued under the 
auspices of the State Agricultural Bank were administered by field workers 
who studied each applicant, visited the farms during the growing season and 
made the collections. The security of these loans rested primarily on the 
personal relationships established between the supervisors and the cultivators. 
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Such supervisors could not be effective without some experience or training 
in agricultural production. 

1 hus, the expansion of State Agricultural Bank operations was limited 
primarily by lack of competent loan supervisors. State Agricultural Bank 
loans, through both cooperatives and village banks, grew from K 5.^ million 
hi i 953“54 ^ 22*5 rnillion in 1957-5S. At this rate it will be many years be¬ 

fore a major part of the total credit needs of Burma’s cultivators can be met at 
reasonable rates of interest. 

The State Agricultural Bank charged an interest rate of 12 per cent on 
loans to the cultivators, and the village banks subordinate to it were permitted 
to retain 6 per cent. This arrangement was designed to enable the village 
banks to build up their own capital and to issue loans independently within 
their own village communities. Up to 195S the village banks had not been 
able to build up reserves to any great extent, since most of their “profit” was 
utilized to make good on defaults and to cover administrative costs. ITe 
chief deficiency of the State Agricultural Bank and its affiliated village banks, 
apart from their inability to expand the volume of agricultural credit more 
rapidly, has been that they have done very little to meet longer-term credit 
needs for cattle, equipment and consolidation of old debts. 

In view of the important role played by interest costs in determining the 
net income of the agriculturalists, the agricultural credit program did not 
receive the emphasis it merited. As has previously been pointed out,^’ the 
average net farm income of Burmese cultivators could be increased by one 
third if their total credit needs could be met at reasonable rates of interest. 
Surely this potential warranted extraordinary efforts on the part of the Gov¬ 
ernment to train field staff for the State Agricultural Bank, so as to make 
possible a more rapid increase in the extension of credit by this institution. 

Data on state-sponsored agricultural Government loans and repayments 
for the years 1952-53 to 1959-60 arc shown in Table 33. 

LAND NATIONALIZATION 

The land nationalization program was ambiguously outlined by the Pyi- 
dawtha Conference. The Land Nationalization Act, subsequently legislated 
in 1954, required the Government to examine the tenure arrangements for 
some 9 million acres of tenant-operated farm land, to nationalize and redis¬ 
tribute the holding rights for as much of this land as was held by absentee 
landlords and to reduce the holding rights of any cultivator with more than 
50 acres, redistributing any acreage above that. The implementation of this 
program through 1957-58 is shown in Table 34. 


6. Chapter 4, p. 43. 
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Table 34 

Land Nationalization and Redistribution, 195:5-54 to 1957-58 


{Thousands of Acres) 


Year 

Resumed 

Exempted 

Available for 

Redi.stribution Redistributed 

Remaining to be 
Redistributed 

Total 

3,357 

1,627 

1,636 

1,456 

180 


281 

124 

150 

1.12 

8 

1954-55 

1,046 

517 

5 H 

434 

77 

1^55-56 

753 

34 « 

570 

345 

34 

1056-57 

576 

276 

28^ 

26 

20 

1957-58 

701“ 

362" 

313“ 

272 

41" 

Source: 

Economic Survey of Burma 

^959. rable 

51, p. 79. 




a. Revised figures. 


In its first five years of operation, something less than 1.5 million acres were 
distributed out of some 3.4 million acres nationalized. At this rate about 
twenty years would be required to finish the job. The limiting factor on the 
pace of the program has been a shortage of personnel for examining land 
records. I'hrough 1956-57, approximately 141,000 families had been awarded 
one-yoke farms averaging 8.4 acres in size. Also through 1956-57, less than 
K .5 crores had been paid out in compensation for nationalized land with an 
estimated value of K 6.5 crores. There were two principal reasons for this 
lag in compensation payments. One was the difficulty of establishing the legal 
ownership of much Chettyar-owned land. Many of the former owners had 
died or left Burma during the war and legal records of succession were not 
available. Second, valuation of the land proved difficult because of a require¬ 
ment in the law that payment per acre would vary with the number of acres 
nationalized in the case of the individual landowner. Since most large land- 
owners owned farms in many different village tracts, the total size of their 
holdings and hence the appropriate compensation for individual farms could 
not be determined until the nationalization process had been completed. 

The slow implementation of the land nationalization program was prob¬ 
ably more beneficial than harmful. Under previous legislation, land rents 
had been set at ridiculously low levels, and where absentee landlords were 
concerned most, tenants were not paying rent at all. Thus the delay involved 
little hardship for tenant farmers. 

Meanwhile, land nationalization adversely affected two important classes 
of tenants. Those who had been cultivating more than one yoke of land (about 
10 acres) were obliged to surrender that part of their holdings in excess of the 
yoke size determined for their area. According to the 1954 census, more than 
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50 per cent of tenant holdings in the important Pegu, Irrawaddy and Tenas- 
serim Divisions were in excess of 10 acres. For such tenants nationalization 
proved a hardship, not a help. The second group adversely affected were 
tenants who worked on large farms owned by agriculturalists. Under the 
law, such an agriculturalist could not retain up to 50 acres of land unless he 
undertook to cultivate it with assistance only from his family or hired help. 
He was not permitted to continue to rent part of it. Tenants on such larger- 
sized farms therefore had to become hired hands to stay on the land. As 
agricultural laborers they no longer enjoyed the tenure which had been their 
right as tenants. 

Quite apart from these defects, which not only imposed inequities on 
many tenants but also disrupted established production patterns, the adminis¬ 
tration of land nationalization was subject to many abuses. Local committees 
established to implement the land distribution were too often peopled or 
influenced by local A.F.P.F.L. and A.B.P.O. officials. These often caused the 
better land to be reserved for their friends or falsified registrations to permit 
manipulation. Another deficiency of the law was that, in determining the 
appropriate size of a one-yoke farm in any area, it failed to make adequate 
provision for large families. In any event, there were many instances in which 
a one-yoke farm was not economic in size. 

Finally, the land nationalization as implemented contributed to the deteri¬ 
oration of agricultural capital and thereby retarded production growth. With 
ownership and tenure unclear, there was little incentive for either owners or 
tenants to maintain bunds and dikes properly or to invest money or labor in 
farm improvements. The program is an excellent illustration of the fact that 
good intentions alone — in this case, welfare and equity objectives — do not 
insure beneficial results. 

EXTENSION AND RESEARCH 

The Five-Year Agricultural Plan stated in a general way that arrange¬ 
ments would be made to conduct continuous research and planning in the 
agricultural sector. The comprehensive development program made provision 
for the construction of agricultural and veterinarian research institutes, and 
responsibility for construction was assigned to the Special Projects Imple¬ 
mentation Board, which was also responsible for the construction of the 
pharmaceuticals plant, the new engineering college and the technical high 
school. Lack of readiness and determination on the part of the Agriculture 
and Veterinary Departments to staff the research institutes and to prepare 
meaningful research programs for them made these projects particularly 
vulnerable to budget slashes or rephasing in the annual budget competition 
for limited resources. By 1958, the Agricultural Research Institute had 60 per 
cent of its planned buildings and one third of its planned staff. It did not yet 
have, however, a dynamic and practical research program geared to the na- 
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tional crop expansion programs. Little progress had been made on the Vet¬ 
erinary Research Institute. 

The major activities in the fields of extension service and research were 
conducted by the Department of Agriculture within its current budget rather 
than as part of the capital development program. In the pre-war days, the 
agricultural services were divided into eight so-called “circles,” each headed 
by a regional Deputy Director of Agriculture, and each equipped with an 
experimental farm. Activities at these farms were generally limited to vari¬ 
etal tests geared to the problems of the region served. Each “circle” also had 
its own farm school where nine-month training courses were conducted lor 
future extension field workers. Strengthening of the extension service was 
hampered in the early years of the program by repeated slashes made by the 
Ministry of Finance and Revenue in the current budget requests submitted 
by the Department of Agriculture for this purpose. Such cuts would not 
have been imposed had the ree]ut'sts been subject to review by the Ministry of 
National Planning, which reviewed capital budget requests only. This 
pointed up the need for closer coordination between the cajiital and current 
budget review processes and closer liaison between the Ministry of Finance 
and the Ministry of National Planning on complementary budget reejuests 
of the two types. More adequate budgetary provision was made for agri¬ 
cultural extension in the latter part of the program. 

By J958, training courses at the eight circle farm schools were j)roducing 
400 to 500 village level extension workers per year, 1,700 of whom were al¬ 
ready assigned to the villages. Their chief operating clifTiculty was the lack of 
transport equipment. In the Irrawaddy Circle, for example, the Dc[)uty Direc¬ 
tor of Agriculture in charge, with a staff of one agricultural officer, five field 
inspectors and 105 village level workers, had available only one vehicle — a 
pickup truck used mostly to haul seed, fertilizers and other supjdics. District 
agricultural officers responsible for supervision, training and inspection over 
an area of 1,250 square miles w'cre not even provided wdth bicycles. An ex¬ 
tension field man assigned to cover four or five village tracts could travel only 
on foot or by slow and irregular public conveyance. This lack of transport se¬ 
riously limited the effectiveness of extension operations. 

Despite these handicaps, and with i>ressure and assistance from the eco¬ 
nomic consultants, the extension program was beginning to show some re¬ 
sults by 1958. A publications program, which included easy-to read illustrated 
booklets for cultivators and guidance material for extension workers, had 
been initiated. Arrangements had also been made to double the number of 
trainees in the eight circle farm schools as graduates of the Pyinmina Agri¬ 
cultural Training School,^ who would conduct these training courses, in¬ 
creased in number. 

7. A group sponsored by the Ford Foundation and headed by William Gamble did an excel¬ 
lent job in staffing and vitalizing this school. 
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SUMMARY 

The implementation of the agricultural program really breaks down into 
two phases: from 1952-53 to 1955-56 and from 1956-57 onwards. The de¬ 
marcation in 1956 came when U Ko Gyi replaced U Tin U as Director-Gen¬ 
eral of the Land Resources Development Corporation. This agency’s respon¬ 
sibility was extended to embrace virtually all agricultural projects when, 
because of inadequate leadership and staffing and lack of initiative at the 
Departments of Agriculture, Irrigation and Veterinary, many activities orig¬ 
inally assigned to these departments were transferred to or assumed by the 
L.R.D.C. Thus, with the exception of the rice storage and related programs, 
for which the State Agricultural Marketing Board had responsibility, the 
L.R.D.C. was in effect responsible for program implementation in the agri¬ 
cultural sector. 

Not much could have been expected from the L.R.D.C. in the first year or 
so of operations, which of necessity had to be devoted to organizing, staffing, 
programing and housekeeping operations. But the first Director-General of 
this organization was totally unequipped for the job. He had been hand¬ 
picked by Prime Minister U Nu for his devoutness as a Buddhist and for his 
honesty. As U Nu once expressed his policy: 

However perfect a plan may be, it will be of no avail if the right type of man is 
not obtainable to implement it. In selecting the right type of man, it will be ideal 
if we can get one who is both able and honest. Failing to get a person with both 
these qualifications, we should at least insist on getting one who is honest. If our 
plans for the good of the masses arc entrusted to those who are able but lacking in 
honesty, these plans will serve as a means of enriching them instead of benefiting 
the masses. An honest person though deficient in ability can be trained by well- 
wishers to become efficient.® 

This officer was a poor executive. He was unfamiliar with agricultural prob¬ 
lems. And he lacked the firmness to tell Prime Minister U Nu, who served as 
Chairman of the L.R.D.C. Board of Directors during the first phase of its 
operations, that some of the latter’s impulsive project suggestions were im¬ 
practical, either because of their nature or because of the unreadiness of the 
L.R.D.C. to add additional work to its already heavy load. Staffing, planning 
and direction were weak and inept, supervision was lacking and the organiza¬ 
tion was smothered with a multitude of projects to which no priorities were 
assigned. As a result, the organization failed almost completely to implement 
any of its programs effectively. 

With the change in direction in 1956, the tempo and quality of L.R.D.C. 


8. “Unity First,” speech at the Peace Rally on Sept. 17, 1949, in U Nu, From Peace to 
Stability (a collection of speeches), Ministry of Information, Rangoon, 1951, p. 9. 
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implementation improved remarkably. The major weaknesses of the agri¬ 
cultural program after 1956 rested for the most part outside that agency. 

1. The agricultural program did not appraise and clearly define priorities 
in program objectives and implementation. Until 1956 it neglected the need 
to concentrate effectively on the expansion of paddy production. Throughout 
the entire program period it neglected the crucial need to imjirove rice milling 
and related facilities. It failed to place sufficient emphasis on rapid expansion 
of effectively supervised agricultural credit under Government auspices at 
reasonable rates of interest. The land distribution program neglected the need 
to assign priority to uninterrupted agricultural production and the need for 
stability of tenure, which would have encouraged more private investment in 
agriculture by landowners and cultivators. The program also affected ad¬ 
versely the ability of the L.R.D.C. successfully to cope with its major crop ex¬ 
pansion programs by imposing on it a multitude of lesser projects and pro¬ 
grams at the same time. The lack of priority was reflected finally in the failure 
to assign the agriculture portfolio to an outstandingly capable minister, or to 
improve the direction of the several departments concerned. 

2. Implementation of the program was adversely affected by poor co¬ 
ordination. This was evidenced chiefly in the lack of coordination between the 
Ministry of Finance and the Ministry of Planning in their reviews of com¬ 
plementary aspects of current and capital budget requests and in jurisdic¬ 
tional confusions and rivalries between L.R.D.C. and the Department of 
Agriculture. It was evidenced also in the lack of proper coordination between 
the agricultural authorities and those responsible for the industry program, 
particularly in relation to cotton mill and sugar mill operations and pricing 
problems. 

3. The program was adversely affected by political pressures exerted by 
local A.F.P.F.L. and A.B.P.O. authorities. Most clearly evident in the land 
distribution program, in the extension and collection of agricultural loans, 
and in the pricing and sale of sugar cane to the mills, the pressures pervaded 
the entire program. 

4. Finally, the lack of civil order in the countryside constituted a persistent 
and omnipresent limitation on program implementation, not only because it 
hampered agricultural production and programs but also because it was pos¬ 
sible for ineffective officers to use insecurity as an excuse for failure in per¬ 
formance. 

Despite these factors, and particularly in the last half of the program pe¬ 
riod, considerable progress was made and a foundation was laid for further 
achievements in the future. Lands gone to jungle were being reclaimed, new 
crops were being introduced, acreage under cultivation had been increased 
and yields improved. Crop expansion programs, particularly those for paddy, 
were making headway. That part of agricultural credit which was soundly 
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organized and supervised had been enlarged. The pace of irrigation work was 
increasing. The foundations had been laid for an extension service and for 
improved research activities. Farm income was increasing. And, despite in¬ 
creases in paddy ])roduction, the agricultural economy was becoming more 
diversified and better balanced. The major criticism must be not that little 
was accomplished, but that so much more could and should have been done. 
But perhaps the major achievement was the change which had come about in 
the attitude of the [)olitical leadership toward the role of agriculture in the 
future economic development of Burma. Whereas at the outset the leaders 
had envisaged industrialization and electrification as the major avenues to 
development, they had now come to appreciate more realistically the major 
role agricultural development would have to play. 



CHAPTER 17 


Implementation of the 
Program for 

State Manufacturing Industry 


The manufacturing industry program was central in the thinking which 
underlay the Burmese approach to their devclo])ment program. Industrializa¬ 
tion was considered the high road to economic development, a view bolstered 
by Burma’s World War 11 experience with critical shortages of basic con¬ 
sumer goods and the consequent desire to achieve economic self-sufficiency. 
Long-term strategic considerations also influenced the emphasis on industrial 
dcvelo[)ment. In U Kyaw Nyein, the Industries Minister, who was second 
only to U Ba Swe in the powerful Socialist bloc within the A.F.P.F.L. Gov¬ 
ernment, the manufacturing industries program had a leadership which com¬ 
bined an imaginative, dynamic approach with political prestige and power 
to a greater degree than existed in any other sector of the development pro¬ 
gram. U Kyaw Nyein was able to obtain a relatively free hand in conducting 
the major portion of the program and sufficient allotments to enable him to 
initiate a substantial part of it at the very outset. These were not enough, un¬ 
fortunately, to make for success. 

The K.T.A. industrial program (Chapter 9) had recommended for the 
eight-year plan period a group of basic industrial projects at a total cost of 
some K 23 crorcs. The American consultants had also stressed the need to 
modernize and expand existing private industry (particularly the nation’s 
rice-milling facilities), and to encourage the establishment of new industries 
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Table 35 

Public Capital Outlays in the Industrial Sector, 
1952-53 TO 1959-60 


{K Crores) 


Year 

Total Capital 
Outlays 

Industry Capital 
Outlays 

Industry as 

Per Cent of Total 

Total 

389.3 

34-8 

9.0 

1952-53 to 1955-56 

195.8 

20.1 

10.3 

1952-53 

32.7 

.4 

1.2 

1953-54 

53-8 

3-8 

7-1 

1954-55 

60.9 

9.0 

14.8 

1955-56 

48.3 

6.9 

14.2 

1956-57 to I959”6 o 

193-5 

14.7 

7.6 

1956-57 

53.8 

5.5 

10.2 

1957-58 

52.3 

4.1 

7-9 

1958-59 

51-7 

31 

6.0 

1959-60 

35-6 

2.0 

5.6 


Sources: Tables 55 and 56. 


in the private sector as well. They had recommended, particularly, that an 
Industrial Development Corporation be created and given responsibility to 
assist private industry to accomplish these objectives. The Implementation 
Conference of February 1954 (Chapter 10) assumed that the Industrial De¬ 
velopment Corporation, by now in existence, would do this job. It con¬ 
centrated, therefore, on the state manufacturing industries program presented 
to it by U Kyaw Nyein. That conference approved “in principle’* some sixty- 
five industrial projects, on many of which preliminary economic and engi¬ 
neering studies had not been completed, the total cost of which had not been 
estimated,^ and among which no priorities were assigned. Apart from ap¬ 
proval of this list, the only significant decision made by the Implementation 
Conference on the industries program was to prepare a list of industries suit¬ 
able for development by the private sector. 

Responsibility for execution of the state manufacturing industries program 
was vested for the most part, but not exclusively, in the Industrial Develop¬ 
ment Corporation. Responsibility for the pharmaceuticals plant, on which 
positive decision had already been made by the Prime Minister independently, 
was assigned to a Special Projects Implementation Board, which also had 
responsibility for the construction of the new engineering college, the new 
technical high school and one or two lesser projects. Responsibility for com¬ 
pleting the already started brick and tile factory, and for a pulp and paper 
factory, remained with state boards already established for those purposes. 
Finally, responsibility for the construction of a number of small pilot manu- 

I. As of September I954» total costs, with a few projects still missing, were estimated at 
K 60.9 crores (Summary of Industrial Development Program, September 30, 1954). 







State Manufacturing Industry 301 


Table 36 

Public Capital Outlays in the Industrial Sector, 
BY Major Category, 1952-53 to 1959-60 



K Crores 

Per Cent 
of Total 


Total 

34.8 

100.0 


I. Major manufacturing projeetj.* 

24.7 

72.1 


2. Industrial and cottage industry 
loans to private sector (gross) 

2.8 

8.0 


3. Other*' 

7-3 

19.9 



Sources: Item i from Table 37; item 2 from “Evaluation of Capital Programme,” Robert R. 
Nathan Associates, Inc., July 22, 1958, p. 31; item 3, by difference from total shown in Table 


37 - 

a. Includes plants for pharmaceuticals, steel, jute, sugar (2 plants), cotton (extension), cement 
(extension), silk, brick and tile, and tea. 

b. Includes minor industrial projects, small-scale and pilot industries program, preparation of 
industrial sites, establishment of industrial construction equipment pool, industrial research in¬ 
stitute, administration, etc. 


facturing plants, also previously authorized, remained with the Directorate of 
Industries. 

I'he manufacturing industries program started ofT with a bang. The major 
components in the initial program were the pharmaceuticals plant, a steel 
mill, a jute mill and two sugar mills. Of lesser importance were the brick and 
tile factory on which work had started in 1951, a silk-spinning project and a 
tea-packing plant. The only important additions made to this list during the 
entire program period were two sizable expansions of existing mills. One 
called for doubling the capacity of the cotton-spinning and weaving mill 
completed in 1951. The second called for doubling the capacity of the re¬ 
cently nationalized cement mill at Thayeimyo. 

By the time the first group of new state industrial enterprises was under 
construction, foreign exchange and resource limitations precluded for a while 
any significant additional industrial starts. U Kyaw Nyein fought vainly to 
overcome this obstacle, first by joint ventures under the Japanese Economic 
Cooperation Agreement and with U. S. firms, and then by obtaining medium- 
term industrial credits in West Germany. But by this time it had already be¬ 
come apparent that the first wave of manufacturing projects was rapidly 
heading into serious trouble. The emerging difficulties, stressed by the eco¬ 
nomic consultants, made the Prime Minister increasingly apprehensive con¬ 
cerning the Government’s ability to manage its new undertakings, and led 
finally, in June 1957, to his decision that no new state industrial enterprises 
would be undertaken. This, in effect, remained the position throughout the 
remaining life of the A.F.P.F.L. Government. The Ne Win Government 
confined its efforts in this sector to attempts to consolidate the position by 
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Table 37 

Investment in Major State Manufacturing Plants 
(Exclusive of Working Capital), 1952-53 to 1959-60 


(AT Crores) 


Total 

24.7 

Pharmaceuticals 

6.7 

Steel 

4.4 

Jute 

3-6 

Cotton (extension) 

1-7 

Sugar (2 plants) 

3.5 

Cement (extension) 


Brick and tile 

.8 

Silk 

•7 

Tea 

■3 


Sources: Data for steel, jute and cotton from C.S.E.D. staff papers, 1959; other data from 
“Evaluation of the Capital Programme,” Robert R. Nathan Associates, Inc., July 22, 1958, p. 81. 


improving the management and operation of the now completed new enter¬ 
prises. 

Outlays in the industrial sector comprised 9 per cent of total public capital 
outlays for the period 1952-53 through 1959-60. They reached iheir peak 
early in the period and tapered off sharply thereafter, as Table 35 shows. A 
detailed breakdown of the K 34.8 crores invested is, unfortunately, not avail¬ 
able, but a broad approximate breakdown is given in Table 36. More than 70 
per cent was for a group of major state manufacturing plants. How invest¬ 
ment was distributed among these plants may be seen from Table 37. 

A large part of the implementation story in the manufacturing industries 
sector is, therefore, the story of these plants. 

THE PHARMACEUTICALS PLANT 

The pharmaceuticals plant was known to be a pet project of Prime Minister 
U Nu. Motivated by widespread ill-health and undernourishment among the 
Burmese people and by the recollection of serious World War II shortages of 
drugs and medical supplies, he was determined that Burma should have a 
large, modern pharmaceuticals factory which would be capable of supplying 
the country’s needs. Impressed also with what he understood to be the efficacy 
of yeast as a remedy for prevailing dietary deficiencies, he was determined 
that the factory should be capable of producing as much yeast as was needed 
for diet .supplements. 

Because neither the Health Ministry nor the Industries Ministry showed 
enthusiasm for the project, the Prime Minister created the previously men¬ 
tioned Special Projects Implementing Board. He also sent abroad a mission 
composed of the venerable J. S. Furnivall as Chairman, Secretary of Health 
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Dillon and Planning Secretary U Tin Pe, with instructions to contract with a 
reputable pharmaceuticals producer for design of the plant, supervision of its 
construction and management of it for seven years. Rumor had it that he 
instructed members of the mission not to return until they had concluded such 
a contract. 

The mission made a contract with a large British pharmaceuticals manu¬ 
facturing firm. It provided for the design and construction of a plant capable 
of turning out almost any kind of pharmaceuticals except antibiotics — bio- 
logicals, galenicals, sera, vitamins, and yeast and alcohol as well. The eco¬ 
nomics of a project of this size had not been considered." The contracting 
firm was not asked, apparently, whether a plant of the kind desired by the 
Prime Minister would be practical. The contractual arrangements, sub- 
secpiently much criticized, left implementation of the project completely to 
the foreign firm, assured it of handsome supervisory and management fees 
for a period of seven years after completion of construction, and gave it ex¬ 
clusive agency for procuring the raw materials the new plant would require. 
The contract also assured the managing firm additional royalty payments if 
any part of the output were exported. 

The complex of plants which comprised the pharmaceuticals factory, 
located at Gyogan, just outside Rangoon, was efficiently and expeditiously 
constructed. The buildings were beautiful, ajid the equipment was clearly 
of the best. But the plant was not economic. At K 6.7 crores, its cost was far 
out of proportion to the value of the output that could be produced and 
distributed. Further, it was designed primarily to mix and package drugs and 
pharmaceuticals imported in bulk from abroad. Raw materials and foreign 
exchange costs were unusually high in relation to product value, and the 
percentage of value added in the “manufacturing” process was extremely low. 

I’he pharmaceuticals plant was the earliest of the new plants to come into 
production. From the outset it was beset with serious problems. The Ministry 
of Health should have been the largest customer, since it procured drugs and 
medicines not only for its hospitals and clinics but also for subsidized distribu¬ 
tion to people who could not afford to buy commercially the medicines they 
needed. But the Ministry failed to seek adequate budgets for these purposes. 
The army, another large buyer, was reluctant to purchase from the new Gov¬ 
ernment factory at higher prices than it was able to obtain from its traditional 
suppliers abroad. (The plant, in this respect, was somewhat handicapped be¬ 
cause it had to procure bottles and other packaging materials from abroad, 
and the duty on these was as high as that paid on finished pharmaceuticals 
products.) The volume of operation was, therefore, pitifully low. 

Almost ludicrous difficulties were encountered in the distribution of yeast 

2. The consulting engineers had prepared a project report for a plant of much smaller size 
and scope. 
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tablets. It transpired that an individual consumption of ten or more tablets 
per day would be required to correct the vitamin deficiencies. There were 
complaints from those who attempted to participate in the initial distribution 
that the consumption of so many tablets led to flatulence and other un¬ 
desirable results. This problem was solved by fortifying the tablets so that a 
daily intake of only one would suffice. The production cost of the fortified 
tablet, however, was almost equal to the cost of imported and much-preferred 
vitamins (and mostly in foreign exchange). But worse was yet to come. The 
plant turned out a million tablets a day and shipped them out to a list of 
Government agencies which were supposed to distribute them free — espe¬ 
cially in the schools. The distribution “scheme,” however, failed to move the 
tablets beyond their initial distribution points. Tablets soon backed up at the 
pharmaceuticals plant until they numbered 120 to 150 million — and still no 
satisfactory distribution plan had been introduced. 

Still another difficulty arose in connection with the plant’s alcohol produc¬ 
tion. The sugar mills at Namti and Pyinmina had been designed to recover 
alcohol from a by-product, molasses. This was an important element in their 
economic rationale. So obviously weak, however, was the economic position 
of the pharmaceuticals plant that the decision was made to concentrate all 
alcohol making in it. This, of course, reduced the profit potential of the sugar 
mills. In addition, the State Civil Supplies Board, which had procured large 
quantities of alcohol from a number of small, privately owned distilleries, was 
now ordered to procure all its alcohol requirements from the pharmaceuticals 
factory. These measures only partly solved the problem. 

Apart from the question of what response the foreign managing firm 
should have made to the Government of Burma’s highly unsophisticated re¬ 
quest, the firm efficiently superintended the construction of the plant, the 
installation of its equipment, the training of its labor force and the production 
process itself. It showed, however, little consciousness of costs, and failed to 
make vigorous or imaginative efforts to expand production volume by creat¬ 
ing new product lines or developing markets. If the firm had had a substantial 
financial stake in the enterprise, it would undoubtedly have made greater 
efforts in these directions. 

The steps taken by the Ne Win Government demonstrated that the oper¬ 
ating efficiency of this plant could be increased and its losses reduced. Can¬ 
celing the management contract with the British firm and engaging Israeli 
technical advisors in their place, the Ne Win Government eliminated a num¬ 
ber of unprofitable product lines, stopped yeast tablet production, required the 
army to purchase its supplies from the plant, introduced a number of sup¬ 
plementary and more profitable product lines, banned the importation of a 
long list of drugs and pharmaceuticals that the mill was capable of producing, 
and made the factory management, in effect, the sole importing and dis- 
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tributing agency for the drugs and pharmaceuticals which continued to be 
imported. Obviously, not all these measures reflected sound economic policy. 
Their apparent effect, however, was to put the plant in the black for the first 
time. 

THE STEEL MILL 

The K 4.4 crorcs steel mill was reluctantly included in the K.T.A. program 
because the Government insisted upon it. The Government wanted the mill 
because it believed that domestically produced steel was basic to an industrial 
ization program, because such a mill seemed to have symbolic and prestige 
value, and because it wished to develop small-arms manufacturing independ- 
ent of imported materials. The plant, eejuipped with electric furnace and 
rolling facilities, was designed to produce about 20,000 tons of light steel 
shapes, bars, sheets and wire products per year. Its primary raw material was 
to be an estimated 170,000 tons of scrap, chiefly of World War II origin. 

A turn-key contract was concluded with De Mag, a Ckrman firm, to build 
the mill, which was to be located in Rangoon’s industrial suburb, Insein. Six 
young Burmese engineers were sent to Germany for training, and seventeen 
additional personnel were sent to India for training for supervisory posts. 
There were indications, during construction, that the Burmese were trying 
to “save” money by modifying the design, and that these modifications down¬ 
graded the mill’s quality. On the whole, however, construction went reason¬ 
ably well, if one ignores delays caused by the use of Russian cement which 
failed to set and had to be taken up. Far more important was the “discovery,” 
as the plant neared completion at the end of 1956, that no spare parts had 
been provided for in the original contract. By June 1957, with production due 
to begin, less than half the spare parts considered essential for continuous 
operation had been ordered. Many of the raw materials required — zinc and 
zinc chloride, acids, electrodes, ferroalloys, and so on — had not been (ordered. 
Some 45,000 tons of crude scrap had been purchased and brought to collec¬ 
tion points, but needed to be sorted and sheared. Most serious of all was that, 
apart from De Mag’s test crew, the mill had only one U. N. advisor and had 
recruited only one of the ninety-two specialized foreign personnel considered 
necessary in the first period of operations. 

The mill finally got into production during the second half of 1957, but to 
date it has not achieved a satisfactory level of output. The Ne Win Govern¬ 
ment shut down the sheet section in order to bring pressure on De Mag to 
modify the equipment. This the firm agreed to do, but the section remained 
•‘ihut down for alterations throughout 1959-60 and only some 6,000 product 
tons were turned out. It was still shut down early in 1961. The mill was then 
pouring ingot and slab, but the furnace which fed the re-rolling section was 
also shut down, and the wire section had been stopped because the mill’s 
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product could not compete with imported nails. In consequence, it was turn¬ 
ing out no final product at all. 

The sheet section, as well as the rc-rolling section, would, of course, be 
brought back into production. The wire section would also be brought back 
into production, whether by imposing import quotas or higher import duties 
on foreign nails or by other means. But whether the management would be 
sufficiently strengthened, the excessive labor reduced and the necessary vol¬ 
ume of operations achieved, remained another story. Beyond these factors, 
still another remained. The scrap supply had not fulfilled the earlier esti¬ 
mates. It would last only a few years at high volume operations. After that, 
the mill would be able to operate only on imported scrap or billets, which 
would increase its costs and make it even less economic. 

THE JUTE MILL 

The jute mill was designed to produce 24 million gunnies annually on a 
two-shift basis for an assured market — the State Agricultural Marketing 
Board, which required an even larger supply to bag its annual rice exports. 
Experiments had demonstrated that jute of good quality could be grown 
economically in Burma. Given good management, the project promised to be 
a highly successful one. 

The mill was built by the supplying firm as a turn-key job, and no serious 
problems arose during construction. A competent production manager was 
engaged, a work force was recruited and trained, and production started. 
Since the domestic jute production program was lagging badly, imported 
jute was used for the most part. An excellent product was turned out. Within 
a few months, a full one-shift level of production was achieved. 

The Industrial Development Corporation, however, was far behind in its 
accounting, and did not know how much the mill had cost. The manage¬ 
ment therefore could not “cost” depreciation into its own accounting. The 
jute procured from the A.R.D.C. had not been priced. The jute mill delivered 
its product to the S.A.M.B. without establishing a price for it. So, for a time, 
the operation muddled along. As these c|uestions became clarified, others 
arose. Had the mill, in introducing an incentive wage plan, set the work 
norms too low.^^ Was it producing a bag of better quality than required, and 
so reducing its margins unnecessarily.^ Should its price be set at the “plus 
duty” cost of imported gunnies, or should it be set somewhat lower than this, 
to bring pressure on the management to increase efficiency.? Should the mill 
be satisfied to aim at two-shift operation, or should it seek to achieve a highly 
profitable three-shift operation.? 

There was no effective means of resolving such questions, which were, in 
fact, beyond the capacity of the policy-makers to comprehend. The foreign 
production manager, plagued by inexperienced policy superiors who ques- 
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tioncd his every move and refused to hire the specialized assistants he needed, 
simply could not cope with ihc job, and eventually resigned. As of early 1961, 
under still inexperienced Burmese management and with only one foreign 
advisor, the mill was operating two full shifts and getting little more than 
one-shift production. Few of the basic management and policy problems had 
been solved. 

THE SUGAR MILLS 

The new sugar mills at Namii and Pyinmina were designed to have a daily 
crushing capacity of 2,500 tons of sugar cane and an annual output of some 
37,000 to 39,000 tons of sugar. Together with the output of the nationalized 
sugar factory at Zeyawaddy, annual sugar capacity would be some 60,000 
tons — enough to supply the total national requirement of some 45,000 tons 
and provide for both increased per capita consumption and population 
growth. 

No construction problems seem to have arisen with the Namti mill, which 
was supplied by an experienced Dutch firm. The Pyinmina mill, however, en¬ 
countered serious difficulties. This mill was procured, on a “bargain” basis, 
from a Japanese supplier which had never before produced sugar mill equip¬ 
ment. Further, the Burmese repeatedly negotiated price reductions during 
construction — and obtained them at the cost of design, et|uipmcnt and quality 
changes which downgraded the mill. Either because the plant was poorly 
situated or poorly protected or because it encountered bad luck, it sulTered 
serious flood damage during its first producing season, and later had diffi¬ 
culties with its water supply. It also had serious trouble with its production 
machinery. 

But again, as in the case of the other mills, the more serious difficulties were 
those of management and policy. High-quality management personnel were 
not engaged. And serious errors were made in the all-important sugar cane 
procurement. Briefly, the Government arbitrarily set the price of cane to the 
growers at K 42 per ton. With a sugar recovery of 10 per cent (which the 
mills did not achieve), this was equivalent to K 420 per ton, or per lb., 
for sugar content yet to be recovered. It was also some 50 per cent higher than 
the cane growers w^ere able to get from non-mill buyers. 

A second error in cane procurement was to pay the same price for the cane 
irrespective of its distance from the mill. This involved far more than trans- 
i)ort costs. Cane deteriorates swiftly within hours after cutting. Cane coming 
from some distance is less fresh and yields a lesser sugar recovery. It was es¬ 
sential, therefore, that the price for cane be uniform only at the mill door, to 
encourage the greatest production close by. But politics played a large part in 
the decision. The local farm and cooperative organization officials, who were 
responsible for determining which farmers would supply how much to the 
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mill at the excessive prices established by the Government, reaped their ov^n 
“harvest.” Farmers were forced to reward these officials with a sizable share 
of the uneconomic price differential they received. 

This situation would not have arisen had the managements of the mills 
been permitted to arrange for their own cane supplies. Their interest in 
greater mill returns would have given them incentive to assist farmers with 
improved cane sets and fertilizers. Then, with increased cane yields per 
acre, farmers in the vicinity of the mill could have supplied cane at, say, K 
30 per ton, and have made more money than they did under the political 
dispensation. Rut still other reasons must be sought for the subsequent fail¬ 
ure of the new sugar mills to reach satisfactory production levels. In 1959-60 
they still produced only about 22,000 tons, or 58 per cent of their rated pro¬ 
duction capacity. 

THE BRICK AND TILE PLANT 

Unlike the turn-key arrangements made for the construction of the projects 
previously described, construction of the brick and tile plant was the respon¬ 
sibility of the Government-owned Brick and Tile Factory Board. Brick had 
been manufactured in Burma for hundreds of years. The ancient temples of 
Pagan were built with very fine hand-made bricks. But the Government had 
never built a brick plant before. The plant — a rather simple one—was 
begun in 1951, three years after the decision to build it had been reached. 
Nearly seven years more went by before the plant was completed and in 
commercial production. The story behind this prolonged delay is an interest¬ 
ing one. 

The brick and tile factory was conceived of as an early-phase development 
project which would turn out some 6 million roofing tiles and some 8 million 
bricks per year to help meet the building needs of the development program. 
The estimated cost was K 60 lakhs. Operations began in 1951 with the pur¬ 
chase of clay lands opposite the Rangoon Golf Club and the ordering of the 
necessary machinery and equipment from abroad. As it happened, the ship 
bringing the machinery the following year sank, and the equipment had to be 
re-ordered. Despite this loss of time, building construction had not even be¬ 
gun when the second set of machinery and equipment arrived in Rangoon in 
July 1953. Building construction started only in March 1954, eight months 
later. 

As of November 1954, the economic consultants submitted a report calling 
attention to the very slow progress being made and urging remedial action. It 
was already evident that the completion date of September 1955 could not be 
met, and that completion would be deferred for at least another year. Mean¬ 
while the site selected for the construction of the factory, kilns, residential and 
auxiliary buildings was the clay hill which constituted the most accessible 
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raw material source, and it was necessary to lay a road for almost two miles 
across lowJying paddy fields to reach an alternative source. 

As of October 1955^ ^ second report presented to the Economic and Social 
Board showed highly uneven and unsatisfactory progress. The main factory 
building had been completed except for its tile presses, which had to be taken 
out and reset because the foundations were not strong enough to take the 
load. Contracts for the electrical work had not been let. Although a pilot kiln 
had been completed, the major brick and tile kilns had not. Foundation work 
on the tile kiln had been started, but not even a start had been made on the 
brick kiln. Work on staff quarters and recreation buildings was, however, 
well under way. Construction of the main kilns was held up because of the 
lack of a skilled technician to supervise them. No provision had yet been made 
for the necessary transport, and the seasoning of clay had not been initiated. 
Although four years had gone by since the initiation of the project and com¬ 
pletion still seemed to be some distance off, it was not possible to arouse 
genuine concern on the part of the (Jovernment. More than a year later the 
major kilns had still not been built and the access road to the clay had not yet 
been completed. Elaborate housing for the staff, completed some time before, 
was already beginningto deteriorate. 

Progress on the project was finally spurred in 1957 as a result of a report 
made by the Standing Committee for Supervision and Coordination. The 
kilns were soon completed, but on first use the brick linings cracked and 
had to be replaced. It transpired that, in the desire to “save” money again, 
ordinary brick had been used for the linings instead of the more costly fire¬ 
brick. New firebrick had to be ordered abroad and nearly another year went 
by before the plant came into production, early in 1958, at a cost of some K 92 
lakhs. 

In its first year the plant turned out more than 6 million bricks. These were 
apparently of good quality and competitively priced. They sold briskly. It 
developed, however, that there was little market for the roofing tile. Tile 
production in the first year was about one fifth of the 6 million tile capacity, 
and very little of this restricted output was sold. Tile prices were apparently 
too high compared with prices of alternative domestic and imported roofing 
materials. The factory lacked a sales department, and had made no analysis 
of the market. The nine distributors authorized were allowed only a 5 per 
cent discount and were making, naturally, little effort to promote tile sales. 
An aggressive effort to develop a market for the tiles at a more competitive 
and still profitable price might have brought results; instead, the decision 
was to abandon tile production, more or less, and concentrate on the less 
profitable brick. 

The Government was not inclined to take this experience to heart, or to 
draw from it the obvious lessons. The bumbling and inexperienced manage- 
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merit, the lack of the necessary technical help, the poor judgment, timing and 
coordination which had been so apparent during the life of the project and 
which had added unnecessarily to its cost registered only lightly, if at all, 
despite repeated attempts on the part of the consultants to use the case as a 
vivid example. So long as no glaring dishonesty was involved, and so long as 
some progress was being made, the time and production loss did not seem to 
matter much. In fact, early in 1961 the general attitude within the Govern¬ 
ment seemed to be one of general satisfaction with the project! 

THE COTTON SPINNING AND WEAVING MILL 

Completed late in 1951 at a cost of more than K 2 crores, this 2(),ooo-spindle, 
196-loom mill had by far the longest operating experience of any Government- 
built manufacturing enterprise. Its record, which could and should have been 
one of profitable operation and constructive contribution to the nation’s econ¬ 
omy, is one of poor management and lost opportunities. 

There is little doubt that the profitability of the cotton spinning and weav¬ 
ing mill was adversely affected by its relative lack of weaving capacity and 
its absolute lack of bleaching and dyeing capacity. The decision to concen¬ 
trate on yarn production was undoubtedly due to the desire to protect the 
home weaving industry. Another factor which adversely affected the mill’s 
efficiency was the poor quality of the domestic cotton, which made it un¬ 
suitable for yarns of higher than 16 count. These factors, plus lack of auton¬ 
omy for plant management and the poor discipline and morale of the labor 
force, led to the early resignation of the foreign technician engaged as general 
manager. The mill never thereafter had a qualified manager. 

Heavy losses were incurred in the early years of operation. Although the 
labor force learned the manual and mechanical skills readily, discipline was 
poor, supervision and management were weak, and the plant’s product mix 
was not adapted to the raw material available or to the price competition of 
imported yarns. Current losses and interest arrears soon brought the accumu¬ 
lated cost of the plant to over K 3 crores. As foreign exchange shortages forced 
a curtailment of imports, high textile prices beginning late in 1955 made it 
possible for the mill to compete with imported goods for a time. By 1957, 
however, it was again in serious trouble as the bazaar price of imported yarns 
declined and the Civil Supplies Management Board, which had been the 
mill’s major distributor, could no longer sell its yarns to the weavers at a price 
which would enable the mill to break even. For a time the mill was protected 
by the Government’s order that Civil Supplies tie sales of higher-priced mill 
yarns to its sales of lower-priced imported yarns. This, however, could not be 
continued long. At the end of the decade the mill was again accumulating 
heavy inventories of cotton yarns, and its accounts, which carried the inven¬ 
tory at cost, were deceptive. 
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As late as the fall of 195^? when a special task force of foreign technicians 
studied the operating problems of the mill, it was still in need of a capable 
general manager. The C^otton Spinning and Weaving Board lacked the au¬ 
thority to make the necessary policy decisions and failed to delegate to its 
operating officials enough of the operational authority it did have. Manage¬ 
ment responsibilities were diffused between the Board Chairman, its Secre¬ 
tary and the so-called General Manager. The mill had by this time been 
merged with the new Chinese-built mill, doubling its production capacity. It 
needed at least nineteen specialized production personnel below the level of 
general manager, but only three of its stall had ever worked in any other 
textile mill and only four had had any engineering education. Most of the 
supervisory personnel had had little general education, no technical training 
and no previous industrial experience at all. Despite serious labor problems, 
the mill lacked a qualified personnel manager to assist in selecting, recruiting 
and hiring workers, setting pay rates, establishing incentive systems, handling 
grievances, negotiating with unions, handling welfare and morale problems, 
keeping necessary personnel records. Although it was operating two full 
shifts, it was realizing only about 70 per cent of two-shift yarn production 
and little more than 50 per cent of ihree-shift yarn capacity. 

Because of large losses in the early years of operation and accrued interest 
charges, the mill was capitalized far in excess of replacement costs. Combined 
with low-level production, this produced excessive unit costs which made it 
impossible for the mill’s output to be sold competitively, even at cost. Better 
supervision, improved maintenance, improved raw material control and a 
higher level of operations, combined with a more practicable production mix, 
could have resulted in highly profitable operations. These results could not be 
achieved, however, in the absence of capable management and management 
autonomy. 

Although it appeared at the outset that the Chinese-built addition to the 
mill, completed in 1957, would improve the operating efficiency, here, also, 
unexpected difficulties were encountered before long. It transpired that many 
of the Chinese-supplied machines had defective ball bearings, which resulted 
in frequent breakdowns. Needed spare parts were not forthcoming in time 
or in the quantity required. As of early 1961, five sixths of the looms in the 
new mill were shut down for want of spare parts, other breakdowns were 
frequent, and heavy unsalable inventories had again been accumulated. 

early-period operations 

It is difficult to get a dear, reliable and current view of the financial results 
of the Government’s manufacturing enterprises from the existing data. As of 
February 196.1, commercial-typc profit and loss statements and balance sheets 
had been prepared only through i957~5^ most cases, and in a few others 
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through 1958-59. Selected investment, operational and profit and loss data 
derived from these statements arc presented in Table 38. 

Of the Government-built plants, only the pharmaceuticals plant seemed, in 
the year shown last, to have earned a profit, and its cumulative position was 
still one of loss. The jute mill experienced the largest current loss, while the 
accumulated loss of the “old” cotton mill, in operation since late 1951, had 
eaten up a considerable piece of the original investment. The largest loss, 
relative to the scale of current operations, was in the silk project. Here too a 
sizable portion of the original investment had been lost. 

In striking contrast to the Government-built mills, the previously private 
but now nationalized sugar, cement and brewery plants showed substantial 
profits which were due, in part, to heavy accumulated depreciation on their 
original cost. 

More recent data on the more important of the Government-built factories 
are available only on a cash basis, exclusive of depreciation charges, in ac¬ 
cordance with their budget submissions. 

The net current surpluses or deficits reflected by these budget submissions 
for the enterprises which were examined here are shown in Table 39. The 
figures show the pharmaceuticals plant and the cotton mills coming into 
profitable positions, the others in borderline or losing positions. A rough 
deduction for depreciation in each case would put the pharmaceuticals plant 
and the cotton mills on the borderline, and all the others substantially into the 
red. The cotton mill figures, moreover, conceal potentially heavy losses on 
accumulated inventory, and the pharmaceuticals factory, as was indicated, 
depends heavily on state aid through control of imports and in other forms. 

A FEW GENERALIZATIONS 

In view of the experiences described, a few broad generalizations may be 
offered at this point. First, while the pharmaceuticals plant was over-sized and 
excessively costly, and the steel mill, from an economic point of view, should 
not have been built at all, the cotton, jute, sugar and brick and tile factories 
were soundly conceived and, given effective implementation and manage¬ 
ment, would have been highly economic and profitable. Second, plant con¬ 
struction proceeded far more expeditiously when experienced suppliers were 
responsible for turning over completed projects. Third, the steel, sugar and 
brick and tile projects suffered because of naive desire on the part of the 
Burmese to “save” money during the construction process. Fourth, the really 
difficult problems were encountered only when the state factories began pro¬ 
duction. Arrangements for timely and economic procurement of raw mate¬ 
rials and other supplies had not been made; skilled staff and technicians 
needed from abroad had not been hired; accounts had not been kept properly, 
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Selected Financial Data for Government Manufacturing Enterprises 
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Source: Financial statements prepared by the several plant managements. Data for the pharmaceuticals and jute plants were auditc< 
Charicsworth Ltd., Chartered Accountants. The statements were made available by the Ministry of Industries, 
a. Mostly taxes. 
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Table 39 

Current Operating Surplus or Deficit, 
Selected State Manufacturing Industries, 
1957-58 TO 1960-61 
{K Ulihs) 



1957-58 

Actual 

1958-50 

Actual 

1959- 60 
Revised 
Estimates 

1960-61 

Projected 

Pharmaceuticals 

— 13.8 

31-5 

26.4 

44.6 

Steel 

—89.8 

—16.4 

— 9.8 

— 6.0 

Jute 

—25.9 

7-3 

2.5 

1-7 

Sugar 

Pyinmina 

— I 1.9 

— 4.2 

1.8 

5-3 

Namti 

•— 6.7 

—16.4 

9.4 

— 1.6 

Brick and tile 

- I.O 

3.2 

— .1 

5.6 

Cotton 

—40.6 

59.2 

25.8 

28.3 


Source: Budget Estimates of the Government of the Union of Burma KjOo-hj, Book III. 
Note: Budget figures arc on a cash, not an accrual, basis. Interest charges are included in costs, 
but dcprcciatkjn is not. 


which meant that costs could not be determined intelligently; and, most im¬ 
portant of all, appropriate management arrangements designed to fix author¬ 
ity and responsibility, and to permit businesslike conduct of operations, had 
not yet been made. Finally, the Government had not formulated economic 
policies on capitalization, pricing, marketing, employment and wage stand¬ 
ards, tariffs, and so on, which even able operating managements, had they 
existed, would have needed for guidance. 

One additional comment should be made here in partial explanation of the 
failure of the Industrial Development Corporation and the Industries Minis¬ 
try to prepare adequately for emerging management problems as the new 
industrial plants approached completion. The consultants had recommended 
that, as soon as a given industrial project had been determined upon, a sepa¬ 
rate and autonomous sub-board be set up to supervise the execution of the 
project and to plan and supervise its operations later on. This would have 
permitted the I.D.C. to supervise, coordinate and provide policy direction for 
the projects and to perform its other functions as well. 

Unfortunately, the I.D.C. did not follow this procedure. Up to the point of 
project completion it retained for itself responsibilities which should have been 
delegated. Yet so occupied was the I.D.C. top management with proposals, 
plans, programs and negotiations for new ventures that it was unable to de¬ 
vote the time and attention necessary to insure success of the ventures already 
undertaken. 
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THE PROPOSED JOINT VENTURES 

It has already been mentioned, in passing, that Industries Minister U Kyaw 
Nyein sought to keep the industries program growing, despite resource and 
management limitations, by arranging for joint ventures with private firms 
abroad, chiefly further development of the cotton textiles industry in co¬ 
operation with Japanese partners, and the building of a pulp and paper mill 
in cooperation with American or French firms. Invariably, the foreign firm 
was not itself a textile or paper producer, but rather a supplier of textile or 
papermaking machinery interested primarily in making an equipment sale. 
The investments which these would-be [partners proposed to make were in no 
case larger than the profits they could expect to earn on the sale, and they 
were assured of additional returns in the form of lucrative management fees. 
What they proposed, therefore, were joint ventures from which the “venture” 
element had been removed so far as they were concerned. 7 heir proposals 
could not be regarded as evidence of their confidence in the soundness of the 
enterprises under consideration. In addition, so anxious was the Industries 
Ministry to expand its joint venture program that it was prepared to make 
all sorts of collateral and frequently unwarranted concessions to its partners. 
For these and other reasons, the economic consultants remained highly criti¬ 
cal throughout of the several joint ventures proposed, and, as it happened, 
none of them was approved. 

ATTEMPTS TO IMPROVE IMPLEMENTATION 

Industrial engineers and management specialists supplied by the consulting 
engineers and U. N. economists, cost accountants and production technicians 
tried their best to help the I.D.C. from within. The economic consultants tried 
to help at the ministry and central planning and supervisory levels. Their 
efforts were concentrated chiefly on getting the Government to rely more 
heavily on the private sector for industrial development; on moderating the 
exaggerated emphasis the Government was placing on industrial develop¬ 
ment, as against agricultural development; and on bringing out the need to 
forego new industrial starts until consolidation of projects already under way 
had been achieved. The repeated attempts of the Industries Ministry to obtain 
approval for new projects provided ample opportunity to emphasize these 
views. 

In addition, the economic consultants attempted in three separate yet more 
or less concurrent ways to cope with the implementation problem in the 
manufacturing industries field. First, they tried to persuade the Government 
to set up autonomous corporations for the new industrial enterprises and invite 
private participation in and management of them through the sale of shares. 
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U Kyaw Nyein looked with favor on this idea—perhaps because it offered 
the prospect of reclaiming some of the outlays already made, thus providing 
resources for additional projects. Specific proposals of this kind were worked 
out, with his cooperation, for the jute mill and referred to the Attorney Gen¬ 
eral for approval. That was the last that was ever heard of them. The second 
approach was a more general attempt to get the Government to grant a 
greater degree of autonomy to all Government boards and corporations. The 
third was the attempt, through the creation of a special task force composed 
of foreign specialists, to cope with the specific problems confronting the 
several industrial plants. These later efforts were lost sight of in the emerging 
political crisis, and had at the time an educational value only. They did, how¬ 
ever, provide orientation and guidance for the military officers who took 
charge of the state industries during the Ne Win regime, and who adopted 
many of the recommendations made. 

ASSISTANCE TO THE PRIVATE SECTOR 

From 1954 on, the logic of events and the advice and assistance the Gov¬ 
ernment received from a variety of quarters combined to bring about a con¬ 
siderable change in its attitude toward private industrial expansion. In 
1953-54 and 1954-55, a cash loan program conducted by the I.D.C. extended 
to private industrialists some twenty-eight loans totaling K 5 million. In 
June 1955, the cabinet issued an Investment Policy Statement designed to en¬ 
courage both foreign and domestic private investment in industry. In 1955- 
56, spurred by the need to utilize reparations and barter credits, a hire- 
purchase scheme was introduced by the I.D.C., which granted 195 loans to 
private industrialists for the purchase of industrial equipment in the total 
value of K 13.4 million. The increasingly liberal issue of import licenses for 
machinery and industrial raw materials, tariff and import quota aids, the 
slowdown in new state industrial investment, the completion of the Industrial 
Research Institute, the introduction of business management courses at the 
university, and the advent of U. N. and other technicians who, under the 
auspices of the Directorate of Industries, advised private producers on im¬ 
proved production and marketing methods, all contributed to an improving 
climate for private industrial development. So, in another way, did the Gov¬ 
ernment’s increasing pressure to drive Indian and Pakistani business men 
out of the import trade, and its action in taking the pawnshop business away 
from the Chinese. Both moves caused a shift in investment by these groups 
into industrial activity. 

The total effect of all these measures was to contribute importantly to a 
remarkable expansion in private industrial activity in Burma — a growth 
which will be examined in detail in Chapter 19. Unfortunately, the Govern- 
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ment failed during this period to establish a much needed industrial develop¬ 
ment bank, which would undoubtedly have contributed to an even greater 
growth. 

The idea of an industrial development bank was seriously considered in 
1956. A study mission sent to India, Pakistan and Ceylon offered specific 
proposals early in 1957, and the World Bank was requested to provide loan 
and technical assistance. Burma insisted, however, that the Covernment 
should have at least a 50 per cent equity interest in the proposed development 
bank. The World Bank, on the other hand, took the view that the Govern¬ 
ment’s equity interest should be a minor one only. The negotiations bogged 
down over this point.’* I.C.A. was also interested in assisting the project under 
the S25 million U. S. development loan, but could not very well act so long 
as the World Bank remained in the picture. The Ne Win Government made 
budgetary provision for an industrial development bank in 1959-60, but took 
no implementing action. Early in 1961 the proposed bank was still awaiting 
such action by the Ministry of Finance. 

3. The World Bank believed that private management was essential to elBcient management. 
The Government — or U Kyaw Nycin, at least — wished to retain control over the direction of 
private industrial devel(>pment and to have continued opportunity to favor Burmese, as against 
indian and Pakistani, business men and firms. 



CHAPTER 18 


Implementation of 

Other Public Sector Programs 


FISHERIES 

The original fisheries program was not clearly defined. Looking to the 
development of both fresh water and sea fish resources, it allocated responsi- 
bility for general planning and management to the Fisheries Bureau of the De¬ 
partment of Agriculture and responsibility for extraction and processing opera¬ 
tion to the Ministry of Industries. It anticipated that the latter would not only 
stimulate extraction operations but also see to the establishment of storage and 
processing facilities and to the distribution of the catch. No specific projects 
were programed. 

Little was accomplished in the fresh water field, although the Agricultural 
and Rural Development Corporation moved into the vacuum to some extent 
to encourage the stocking of fish in paddy fields and streams. The sole con¬ 
structive step toward encouraging seafood extraction and related activities 
made by the Industries Ministry was to help finance, through a loan extended 
by the Industrial Development Corporation, a private joint venture of a 
Burmese and a Japanese firm. This was the Martaban Company, formed by 
Bo Let Ya, one of the outstanding freedom fighters and a former Minister of 
Defense and Deputy Prime Minister. The Martaban Company bought one 
trawler and leased two others from the Japanese partner. Its operations were, 
however, hampered by a shortage of working capital, by a heavy burden of 
short-term debt, by the lack of ready consumer acceptance of sea fish (to 
which the Burmese were not accustomed) and by the monopolistic practices 
of the cooperative which controlled the fresh water catch and fish market in 
Rangoon. Lack of adequate refrigeration, storage and processing facilities 
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was another serious handicap, as was the unwillingness o£ the Tjurma Rail¬ 
ways to provide lefrigerated cars, which would have permitted Martaban to 
penetrate up-river markets in Mandalay and intermediate points. The rentals 
paid to the Japanese partner for the lease of the two trawlers kept the Marta¬ 
ban Company in a state of continual financial difficulty. 

Despite these handicaps, Martaban’s operations expanded and made a 
significant contribution to Rangoon fish supplies, until the Ne Win Govern¬ 
ment put pressure on the firm to catch up on overdue interest j^ayments. 
Then the Company was forced to suspend activities. Adequate long-term 
capitalization and working funds, combined with good management and 
adecjuate transport facilities, would have made possible a much greater and 
almost certainly highly profitable development of the fisheries industry. 

FORESTRY 

The Pyidawtha Conference made no recommendations for a forestry pro¬ 
gram. The K.T.A. Comprehensive Report had emphasized the need to step 
up teak girdling in the forests, to make possible future increases in teak 
extraction. It had also emphasized the need for mechanized extractioti units 
to compensate for wartime losses in elephant power, and in general stressed 
the need to utilize Burma’s vast forest resources more fully. The K.T.A.’s 
specific recommendations in this field, however, were concerned chiefly with 
the development of six factories at a total cost of K 7.7 crorcs. Of these, the 
largest was a bamboo pulp and paper mill, estimated to cost nearly K 6 crores. 
Other recommended plants were a sawmill, a wallboard plant, a ])lywood 
plant, a joinery plant and a furniture factory. 

The Implementation Conference of 1954 acce|)tcd these recommendations. 
It deferred decision, however, on the new sawmill, accepting for the time 
being the proposal of the State Timber Board that two foreign-owned and 
then inoperative sawmills — those owned by the Bombay-Burmah Trailing 
Company and by Steel Brothers —be acquired and placed in o|)eration. 
Other recommended projects approved and included in the comprehensive 
development plan were an experimental mechanical timber extraction unit, 
access roads and a light rail access system, the development of minor forest 
products such as turpentine, resin and lac, expanded extraction of non-teak 
woods and construction of a forest research and training institute. The con¬ 
ference accepted a report prepared under United Nations auspices by Dr. 
Von Monroy, which emphasized the desirability of an integrated industry 
for the processing of Burma’s forest products and the utilization of waste 
products. This coincided rather clo.sely with the processing recommendations 
made by K.T.A. Unfortunately, the girdling program recommended in the 
K.T.A. Comprehensive Report^ was not included among those presented to 
the Implementation Conference and was not specifically approved at that 
Vol. 11, p. 815. 
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time. The report had stated that “a marked and immediate step>up in the 
amount of trees girdled is vital not only to the achievement of output targets 
in the teak industry, but even toward the sustaining of current output levels/' 
Even more important, no recommendation was submitted to the Implementa¬ 
tion Conference emphasizing the need to restore pre-war levels of teak pro¬ 
duction and exports. This should of course have been the first priority target 
in the forestry program. 

Capital expenditures in the forestry field from 1952-53 through 1959-60 
amounted to something less than K 5.3 crores, or approximately 1.4 per cent 
of all public capital expenditures during this period. Accomplishment in the 
initial program was partial only. The State Timber Board acquired the 
Bombay-Burmah and Steel Brothers mills and put them in operation. It set 
up two additional sawmills in Rangoon and one in Moulmein, each with a 
throughput capacity of 30,000 tons per year, by assembling in each case three 
semi-portable mills which had been imported as far back as 1948. After suc¬ 
cessfully experimenting with one mechanical extraction unit obtained in 
March 1955, the Board acquired two others in 1957-58 with the help of a 
$690,000 loan under the $25 million U. S. development loan. A few launches 
and cargo boats were acquired, and a little work was done on the rehabilita¬ 
tion of access roads. Earlier, an experimental kiln drying oven and an experi¬ 
mental timber impregnation unit had been acquired and a small plant had 
been constructed at the State Timber Board Depot in Rangoon, to build 
furniture for government departments. Designs for the proposed Forest Re¬ 
search Institute were completed only in 1958-59. The pulp and paper mill and 
the wallboard, joinery and plywood factories were never built at all. 

But the more significant part of the forestry story is not the results of the 
program approved early in 1954. It was only early in 1955, when heavy for¬ 
eign exchange losses had depleted the reserves, that emphasis was placed on 
achieving pre-war levels of teak production and export. Teak arrivals at 
milling stations at that time were at the level of approximately 80,000 round 
tons, equal in processed tonnage to the then exports of some 40,000 tons of 
teak annually, and only one fifth of the pre-war level. Because of the six-year 
cycle involved in teak exports (three years girdling, one year extraction and 
two years floating to the mills), it was necessary that the supply of girdled 
teak at all times be equal to six times the rate of saw-milling throughput 
desired. The economic consultants had repeatedly called attention to the fact 
that the stock of girdled trees was only half that required and, worse, that the 
prevailing rate of girdling was inadequate even to sustain the badly depressed 
production levels which then obtained. 

This low rate of girdling, for which the Forest Department was respon¬ 
sible, was due primarily to the state of insecurity in the forests. The security 
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Tabic 40 

The Teak Production Cycle, 
^ 953“54 TO 1956-57 



1953-54 

(T hotisands) 

1956-57 

{Thousands) 

Percentage 

Increase 

Trees girdled (units) 

34-3 

270.4 

688 

Trees felled (units) 

38.7 

II 4-3 

185 

Outturn to main river depot (logs) 

III .2 

182.4 

64 

Arrival at milling stations 
(round tons) 

77*0 

135-9 

74 

Teak production (cubic tons) 

118.3 

178.1 

51 

Teak exports (cubic tons) 

36.0 

87.0 

142 


Source: Economic Survey oj Burma 1959, Tables 11, 12, 13 and 30. 

Note: The average leak tree, trimmed, is equivalent to 1.8 round tons. One round ton 
mills down to approximately one half cubic ton in teak squares and other dimensions. 


forces available to protect girdling and extraction operations were even 
smaller than those maintained before the war, when no insurrection existed. 
Requests of the State Timber Board for armed guards had been made 
through normal channels — from the Board to the Ministry of Agriculture 
and Forests and thence to the Defense Ministry — and had met with no re¬ 
sponse. One reason for this may have been a fear on the part of the military 
that newly hired armed forest guards might desert their posts to join the 
insurgents. In any event, having made their request, the State Timber Board 
officials felt they had done their part of the job, and pressed no further. It 
was only after the foreign exchange crisis had developed, when urgent repre¬ 
sentations were made directly to the Prime Minister, that budgetary allow¬ 
ances and armed guards were provided. The rate of girdling stepped up 
markedly in the last half of 1954-55, bringing the total number of trees 
girdled that year to some 96,000, nearly three times the number girdled in the 
previous year. In 1955-56 and 1956-57 this rate increased to 229,000. The im¬ 
pact of this increase on fellings, arrival at milling stations, production and 
exports for the three years ending in 1956-57 is shown in Table 40. The 
declining rate of increase in the several operations reflects the long lead-time 
involved in the teak production cycle. 

Various estimates placed the elephant force in the possession of the State 
Timber Board at less than 2,000, as compared with a pre-war elephant force 
of some 6,000. Another 1,500 elephants were said to be held by insurgents, 
who used them in part for illicit timber operations. This loss in elephant 
power was partially offset by the increased use of buffaloes — but mechanical 
extraction units were needed as well. The three mechanical timber extraction 
units acquired by the State Timber Board could add only 20,000 tons each to 
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the volume of extraction. Successful experimental operations with the first 
unit warranted earlier action to provide more units to supplement elephant 
and buffalo power. 

The lag in the teak production cycle provided the State Timber Board with 
ample time to augment its sawmilling facilities to handle the larger volume 
of logs arriving at milling stations. As of 1956-57, the six sawmills operated 
by the State Timber Board had a throughput capacity of approximately 
150,000 round tons on a one-shift basis. Only an additional 50,000 tons of 
capacity would be required to handle the optimum throughput of 400,000 
round tons, provided the mills were in good working order and worked two 
shifts to produce 200,000 cubic tons of milled teak for export. The mills, how¬ 
ever, were for the most part old and obsolete, and a number of them were 
not in condition to work on a two-shift basis. New milling capacity was 
needed. 

There was yet another reason for new capacity. The existing mills were 
analogous to the rice mills in that they were not capable of producing a high 
proportion of the higher quality “Europe” grades. Since India began to im¬ 
pose limitations on teak imports from Burma in 1957 to conserve foreign 
exchange, an increasing level of teak exports could be achieved only if a 
higher proportion of “Europe” grades could be produced for markets other 
than India. The State Timber Board, however, was fearful that it might not 
be able to penetrate new markets or enlarge sales to markets other than India. 
It preferred to slow down extraction and production rather than risk improve¬ 
ment of sawmill capacity. Proposals to seek U. S. or World Bank financing 
for new sawmill capacity did not receive the active support of the operating 
agency. Since the Prime Minister by this time (mid-T957) had already deter¬ 
mined to slow down on new state ventures, the proposals were without effect. 

After a decline in 1957-58 due to a reduction in purchases by India, pro¬ 
duction increased substantially in the two years following. Preliminary esti¬ 
mates for 1959-60 indicate teak production exceeded 300,000 round tons, or 
three quarters of the pre-war level. Sawmill output was only 75,000 cubic tons, 
and exports were at about the same level. Clearly, sawmill quality and 
capacity were beginning to operate as bottlenecks to further export recovery. 

The chief defects in the implementation of the forestry program have al¬ 
ready been noted. Perhaps more important was a basic weakness in the 
program itself in that it failed to assign priority to the achievement of pre-war 
levels of teak production and exports. This, more than anything else, con¬ 
tributed to the slow progress, in the early years of the program, of girdling, 
extraction, sawmilling and exports. The fact that teak extraction, processing 
and export marketing had been nationalized undoubtedly made for lack of 
imagination and boldness in program imj)lementation, and the state of 
insecurity and the lengthy production cycle were of course important contribu- 
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ting factors in the delays. Perhaps more important than these was the leader¬ 
ship at the State 1 imber Board, which was composed of old-line civil serv¬ 
ants, conservative in their outlook and fearful of taking aggressive action 
for which they might later be held to account. The two ministers for Agri¬ 
culture and Forests during the program period, as has already been pointed 
out, were primarily politicians who provided little or no leadership or en¬ 
couragement to the civil servants immediately responsible. The lack of a 
clear priority for teak production and exports was accented, especially in the 
early years of the program, by the emphasis initially placed on the develop¬ 
ment of an integrated forest industries project. The demands of this project 
from on high required the few competent people available to the State Tim¬ 
ber Board to occupy themselves with engineering studies, plans, designs and 
prospectuses for the integrated industry and its several factories, and effec¬ 
tively diverted them from the recovery of teak production and export, which 
should have been their chief concern. 

In contrast to teak, the production of non-teak timbers, which remained 
the responsibility of the private sector, substantially exceeded pre-war output. 

MINING 

The major job needed in the mining sector was rehabilitation of production 
and restoration of pre-war levels of exports, which had played so important a 
part in the country’s trade before the war. The Chauk oil fields had been 
brought back into production, but the refineries at Chauk and Syriam had 
not been restored. The pipeline had been badly damaged, and cither it or 
some alternative means of transporting the crude oil from Chauk was needed. 
The lead-zinc-silver mines at Ibwdwin were operating at perhaps one-third 
capacity, and the proved reserves would not last many years at a substantial 
level of production. Additional ore reserves would have to be proved out 
before the building of a new ore reduction mill would be economic. The tin- 
tungsten mines at Mawchi in the Karenni State were still in insurgent hands. 
The numerous small tin-tungsten mines in the Tenasscrim area, which had 
contributed substantially to the total production of these minerals before the 
war, were producing far below capacity. Effective action was needed to bring 
all these producers back to normal. Beyond these restoration jobs lay another 
task—-the exploration and appraisal of additional mineral resources and 
development of them where warranted. 

The K.T.A. program had taken into account the Government’s decision 
to delegate responsibility for the rehabilitation of the oil industry and the 
Bawdwin Mines to the former owners, with whom the Government proposed 
to enter into joint ventures. Presumably, the same would apply to the Maw¬ 
chi Mines when they had once again been brought into the sphere of law and 
order. The K.T.A. therefore concerned itself with new projects only. It recom- 



324 Implementatiofi by Major Sectors and Projects 

mended three projects — development of the Kalewa coal fields at an esti¬ 
mated cost of K 7.3 crores; a zinc smelter and refinery at Myingyan, at an 
estimated cost of K 3.7 crores and development of the Lough Kcng zinc 
deposits, at an estimated cost of K .5 crores. The latter two projects were 
dependent on successful implementation of the Kalewa project, which was to 
provide the fuel required for the smelter. 

The Implementation Conference of 1954 was silent on the proposed min¬ 
eral program. This may have been because U Ba Swe, the then Minister of 
Mines, was not inclined to participate in a review of the program within his 
province, or because the Prime Minister’s office did not venture to invite him 
to submit to such a review. In any event, the post-Korea decline in the price 
of zinc soon caused postponement of the zinc smelter to an indefinite date. 
The Government did, however, enter into joint ventures with the oil con¬ 
sortium and the Burma Mines Ltd., forming the Burmah Oil Company and 
the Burma Corporation. The Mineral Resources Development Corporation, 
which was entrusted with implementing the Government’s own program in 
the minerals area, developed a two-pronged program. The major part of this 
program was directed toward extraction and development. The second and 
minor component was a program of investigation and exploration of minerals 
resources. 

Among the extraction and development projects, that for Kalewa coal was 
by far the largest. Here the M.R.D.C. employed first an American mining 
engineering firm and, later, a British firm of mining engineers. Of the other 
projects, the tin-tungsten mine at Yadanabon (near Mergui in the Tenas- 
serim area) and the Lough Keng zinc deposits were most prominent. Yugo¬ 
slav, Japanese and West German engineering teams were used to investigate 
and explore copper, coal, iron ore and other mineral deposits. 

The Government’s investment figures show something less than K 5 crores 
of investment in the mining field for the eight years 1952-53 through 1959-60. 
This accounted for approximately 1.3 per cent of total capital expenditures 
during the same period. These figures, however, do not reflect additional 
outlays of more than K 5 crores, which represented the one-third interest 
originally purchased in the Burmah Oil Company, the 50 per cent interest 
purchased in the Burma Corporation and the 50 per cent interest purchased in 
still a third joint venture, the Anglo-Burma Tin Company. Actually, of the 
K 5 crores shown as Government outlays, something more than K 2 crores 
also represent joint venture investment (presumably the payment required to 
increase the original one-third interest in the Burmah Oil Company to a 51 
per cent interest). Thus, of the K 10 crores the Government invested in the 
mining field, something over K 7 crores represented investments in joint 
ventures and something less than K 3 crores expenditures by the Government 
itself. In addition, of course, the Government also invested substantially in 
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push barges for the inland waterways fleet to transport crude oil to the Syriam 
refinery. 

The big success of the mining program was in oil. Crude petroleum pro¬ 
duction increased from 30 million gallons in 1951 to 187 million gallons in 
1959-60, reaching more than two thirds of the pre-war level. Production of 
gasoline, kerosene and fuel oils quadrupled from less than 25 million gallons 
in 1952-53 to loi million gallons in 1959-60. The (Government’s contribution 
here was chiefly in the capital it supplied to the joint venture and the river 
transport facilities it provided. It failed, however, to press the Burmah Oil 
(Company to undertake a vigorous exploration program to develo[> new re¬ 
serves. Only toward the end of the decade did the B.O.C., somewhat pressed 
by impending competition from other foreign companies also interested in 
joint ventures with the Government, initiate an exploration program. 

At the Bawdwin lead-zinc-silver mines, operated by the Burma Corpora¬ 
tion, recovery was less comj’)lcte. Zinc outjnit reached pre-war levels, but lead 
and silver, limited by declining reserves and the consequent failure to rebuild 
the ore reduction mill, approximated only about one fourth the pre-war out¬ 
put. Governmental red tape for a long time held up the issue of the prospect¬ 
ing licenses necessary to establish additional reserves. But the company 
showed no great drive in carrying out an exploration program once this 
obstacle was overcome. 

The greatest weakness, however, was in the tin-tungsten field. Pending 
reactivation of the once great Mawchi Mines, the real job needed in the early 
years was in the Tenasserim region, chiefly in the Tavoy District. Numerous 
producers, small but with substantial output potential, were handicapped by 
the lack of security, communications and supplies, antiquated methods and 
illegal workings of their claims. Smuggling resulted in heavy losses of for¬ 
eign exchange. A determined government could have restored law and order 
and developed a constructive assistance program that would have brought 
about sizable production increases. It was apparent, however, that vested 
interests of a political nature were involved. Too many politicians and 
officers in the area were benefiting in one way or another from the situation, 
and their ties to Rangoon were such that little or nothing was done to change 
it. ( 3 f the political leaders in Rangoon, it was U Ba Swe himself, then Minister 
of Mines and of Defense as well, who had the closest political ties to the area. 

Later in the decade, when the Mawchi Mines were reclaimed from insur¬ 
gent control, protracted negotiations with the former operators resulted 
finally in an additional major joint venture. Continued lack of security, labor 
problems, depressed tin-tungsten prices and frictions of various kinds, how¬ 
ever, caused its early dissolution. 

We come now to that part of the mining program for which the Govern¬ 
ment itself, chiefly through the Mineral Resources Development Corporation, 
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was responsible. The fumbling, ineptness, disorder and mismanagement 
evident here were not exceeded in any other development sector. They 
centered mostly around the Kalcwa coal project, which was designed to pro¬ 
duce first 400,000, and later 300,000, tons of coal per year. 

Kalewa coal was a low-grade, highly friable and, when piled, combustible 
sub'bituminous coal. Apart from the soon abandoned Myingyan zinc smelter 
project, Burma Railways and the Rangoon Electricity Supply Board were ex¬ 
pected to be the major users. Both consumed large quantities of Indian coal. 
Development work at the mine proceeded in the ex[)ectation that the technical 
problems posed by the coal’s peculiar characteristics would be overcome, and 
in advance of a firm solution to the transport problem, which greatly affected 
the economics of the venture." Only in 1958, wEen U Raschid had become 
Minister of Mines and Balwant Singh had replaced the irresponsible U Ba 
Tun as Secretary to the Ministry, was serious study made of transport pos¬ 
sibilities and the economics of the venture. The results indicated that the 
project, as originally conceived, should be abandoned. Fortunately, financial 
stringency in the mid-fifties had caused severe curtailment of the appropria¬ 
tions, and the monetary losses involved were not great. 

Implementation of the Yadanabon, Lough Keng and other M.R.D.C. 
projects followed a not dissimilar pattern. Basically, the M.R.D.C. was doing 
mining investigation, exploration and testing by actual extraction and devel¬ 
opment— a highly speculative and costly procedure. Meanwhile, the Gov¬ 
ernment failed to explore its minerals resources systematically, to overhaul its 
complicated and restrictive mining laws and regulations and to provide in¬ 
centives and assistance to domestic miners and potential foreign investors. 

While recovery in the mining sector was undoubtedly retarded by the post- 
Korea price decline, nationalization policy, poor leadership, the continued 
civil disorder and hopelessly inept management were responsible in far 
greater degree for the relative lack of progress in the Government’s share of 
this important sector. 

ELECTRIC POWER 

The K.T.A. K 96 crorcs power program (Chapter 9) centered around the 
Pegu, Panglaung, Saingdin Falls, Myingyan, Mu River and Lampha Chaung 
projects, and incorporated provision for the installation of diesel generating 
plants in thirty-six towns as well. The program approved by the Implementa¬ 
tion Conference of 1954 substantially the K.T.A. program. Responsibility 
for its execution w^as vested in the Electricity Supply Board. 

The program actually implemented was, however, a substantially different 

2. The K.T.A. Report had assumed that the coal would be transported by barge down the 
Chindwin River. The question was now raised whether the dry season draft of the undredged 
river would be adequate to take the traffic. 
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one. Although designs were prepared for the Saingdin Falls and Pegu Hydro¬ 
electric projects, both of these were dropped — Saingdin Falls because it 
relied on the proposed, but not constructed, paper mill as its major customer, 
and Pegu because of the decision to upgrade the Balu Chaung project from 
the minor scale contemplated by the K.T.A. engineers into a major project 
capable in its first stage of development of generating 84,000 KW. The My- 
ingyan steam plant was dropped because of the failure to develop Kalewa 
coal and the zinc smeller on which it depended. The Mu River project was 
left dangling, first because of religious problems (the inundation of many 
p;igodas was involved), and later because the program already initialed 
})romised to supply all the power likely to be required well into the next 
decade. 

ddie electric power jirogram brought into being had three major compo¬ 
nents. Idle first of these was the Ikilu Chaung project, designed to supply a 
major part of Lower Burma and, later, to reach into the Dry Zone as well. 
The second, designed to provide the major towns with their own diesel- 
powered generating units, ovcrlapjKd the first. The theory — inspired by the 
general elections due in 1956 — was to bring power to these towns some time 
before the Balu Chaung hydroelectric project could be completed, and, of 
course, before the elections too. Once hydroelectric power became available, 
towns connected to the transmission grid would place their diesel plants on a 
stand-by basis. Alternatively, the units might be shifted to other towns not on 
the transmission grid. The third major component of the program was sizable 
expansion of thermal generating capacity in Rangoon itself. 

Tdiis last component was developed by the Rangoon Electricity Supply 
Board, which, although now nationalized and under the jurisdiction of the 
Electricity Supply Board, retained some of its pre-war British staff and had, 
in general, far more competent management and staff than did its newer 
parent organization. Coordination — and perhaps even communication — 
between the two organizations were at a minimum. For example, there was 
no serious joint consideration of why costly additional generating facilities 
should be built in Rangoon if cheaper hydroelectric power from the Balu 
Chaung would soon become available. The planners and budget authorities 
hesitated to hold up the Rangoon expansion for fear of protracted delays in 
the Balu Chaung construction and of possible interruptions in the transmis¬ 
sion of hydroelectric power to Rangoon by insurrectionist sabotage. 

Construction of the Balu Chaung project was turned over to Japanese engi¬ 
neering firms, and was financed in large part by Japanese reparations funds. 
The Electricity Supply Board took responsibility for the diesel generation 
program in the towns. The Rangoon Electricity Supply Board managed its 
own expansion program. 

Management at the Electricity Supply Board left much to be desired. It 
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Table 41 

Growth of Power CAPAcm% 


Generation and 

Consumption, 

1951-52, 

1957-58 

AND 1959-60 


1951-52 

1957-5^ 

1959-60 

Percentage 

Increase, 

1951-52 to 

1959-“6 o 

Installed capacity 
(thousand KW) 

29.6 

92.6 

106.7* 

260.5 

Units generated 
(million KWH) 

52.5 

178.6 

^35-5 

348.6 

Consumption 
(million KWH) 

41.6 

136.3 

183.1 

340.1 


Source: Economic Surety oj Burma, 1958 and i960, Tables 25, 26 and 27. 

a. Exclusive of Ualu Chaung hydroelectric plant, completed in April i960, with 84,000 KW 
generating capacity. 


was, of course, tremendously difficult to build a large organization and en¬ 
gage in large-scale activities at the same time. U Ba Scin, the first Director- 
General of the E.S.B., was an experienced civil servant who enjoyed the con¬ 
fidence of U Kyaw Nyein, his minister. All things considered, U Ba Scin did 
as good a job as could have been expected. Unfortunately, and perhaps in the 
attempt to seek speedier performance, he violated certain administrative regu¬ 
lations and was jailed.'^ U Hlaing Bwa, his nominal successor, was a weak 
man. His deputy, U Tun Tin, who actually ran the organization, was a 
totally inexperienced guerilla fighter, zealous to the point of fanaticism. Un¬ 
der his management things went badly indeed. 

Payrolls were padded with a large number of unnecessary and unqualified 
personnel. Ihe budgets submitted were completely unreliable. Accounts 
were in hopeless disorder. Diesel units were installed in places where revenues 
failed even to cover the cost of fuel used in generation. Creditors were un¬ 
paid and, as funds were sometimes held up by the Ministry of Finance and 
the Union Bank, there were times when even the payroll could not be met. 
The staff supplied by the consulting engineers, the management specialist 
supplied by the Ford Foundation and the rate specialist supplied by the 
United Nations were unable to contribute their services effectively. This was 
also the experience, later on, of a Canadian team supplied under Colombo 
Plan auspices. 

In violation of budgetary and program discipline, U Tun Tin inaugurated 
a “one-a-day” lighting scheme for a number of smaller towns and larger 
villages, which called, in each case, for the complete installation of street 

3. U Ba Sein was held in jail, without bail and without being brought to trial, for approxi¬ 
mately two years. When his case was called, he was acquitted. 
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Table 42 


Power Generation and Consxtmption in 
THE Rangoon Electricity Supply Area, 1952, 1957-58 and 1959-60 



1952 

1957-5H 

1939-60 

Percentage 

Increase, 

1952 to 

1959-60 

Total consumers 

(thousands) 

26.8 

62.6 

81.4 

203.7 

Installed caf)acity 

(thousand KW) 

25.0 

50.0 

60.0 

140.0 

Units generated 

(million KWH) 

46.5 

126.6 

165.5 

255.9 

Consumption 

(million KWH) 

36.9 

101.3 

138.1 

274.3 

General 

12-1 

26.1 

35-5 

193.4 

Street lighting 

I.O 

4.1 

5.6 

460.0 

All-purpose bulk 

7-4 

19.0 

25.9 

250.0 

Power 


17.1 


331-5 

Bulk power 

10.5 

34 -*) 

47.1 

348.6 

Departmental 

•4 

•5 

.6 

50.0 

Source: Economic Survey of Burma, 

1958 and 

i960, Table 

25 - 



Table 43 

Power Generation and Consumption 
in the Rest of Burma, 1951-52, 1957-58 and 1959-60 



I 95 i -'52 

1957-58 

1959-60 

Percentage 

Increase, 

I95I--52 to 

1959-60 

Electrified by end of year 

Towns 

26 

3 U 3 

309 

1,088,5 

Villages 

— 

361 

364 

— 

Installed capacity 

(thou,sand KW) 

4.6 

42.6 

46.7“ 

915.2 

Units generated 

(million KWH) 

6.0 

52.0 

70.0 

1,061.7 

Units sold 

(million KWH) 

4-7 

35-0 

45-0 

857.4 

Public lighting 

.6 

5.8 

9.0 

1,400.0 

Domestic u.se and power 

4.1 

29.2 

36.0 

678.0 


Source: Economic Survey of Burma, 1958 (Tabic 27) unci i960 (Tabic 26). 
a. Exclusive of Balu Chaung hydroelectric plant, completed in April i960, ivith 84,000 KW 
generating capacity. 
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lighting in one day. A number of fatalities resulted from high voltage wires 
which soon came down and from short-circuited metal supporting poles. 

More fundamental than any of these was the failure to clarify the cost 
structure, so that power rates could be set on a reasonable basis, and to develop 
the market for the huge increase in power that would soon be generated. 
The economic consultants urged the need for clarification of costs. Part of 
the program’s cost, they pointed out, could justifiably be treated as a subsidy 
to rural electrification, or else as equity investment, rather than as an interest- 
bearing loan. If, in addition, a decision were made on how much of the total 
borrowing would be supplied by the Government and how much by the 
Union Bank (one charged 3 per cent, the other 5 per cent), future costs 
could be estimated, and rational rates established. (Household consumers in 
Rangoon were then paying 45 pyas, or about 9.5 cents, per kilowatt-hour!) 
Two separate attempts to reach such determinations failed, and the E.S.B. 
continued to muddle along in the dark in regard to the basic economics of 
the system it was building. 

In spite of all this bungling, and considerable delays in project completion, 
the electric power program did achieve rather striking results. From 1952-53 
through 1959-60, investment in it totalled some K 42.3 crores, or nearly ti per 
cent of total public capital expenditures. Electric power capacity, generation 
and use grew as shown in Tables 41-43. 

For Burma as a whole, installed capacity (exclusive of Balu Chaung, which 
was completed only in the final year of the program) more than tripled. 
With Balu Chaung, capacity was more than six times the 1951-52 figure. 
Generation was some 4.5 times, and consumption some 4.4 times, the base 
figures. Absolute growth was greatest in the Rangoon area. Relative growth, 
however, was far greater in the rest of Burma, where capacity (exclusive of Balu 
Chaung), generation and use were all approximately ten times as great in 
1959-60 as they had been in 1951-52. The number of towns electrified had 
grown from 26 to 313, and whereas no villages had been electrified before, 
361 now enjoyed the use of electricity. 

TRANSPORT AND COMMUNICATIONS 

The transport and communications program was essentially a rehabilitation 
program, though it provided for modernization as well. Except for the air¬ 
ways, the operating agencies responsible for its execution were (or had taken 
over) long-established organizations with records of achievement. They had 
fared disparately, however, in the number of qualified and experienced man¬ 
agement personnel they had managed to retain. In this respect, the Burma 
railways and the Board of Management for the port of Rangoon had fared 
best, while the Inland Water Transport Board — the nationalized version of 
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the old Irrawaddy Flotilla Company — had fared but poorly. The nature of 
the programs and organizations involved, however, made for important initial 
advantages in program implementation compared with areas like electric 
power and manufacturing, where new projects had to be carried out for the 
most pari by new organizations. 

The transport sector enjoyed two additional important advantages. Since it, 
better than most other program sectors, was able to utilize Japanese repara^ 
tions credits, and later to obtain sizable World Bank loans, it was not affected 
as sharj)]y as were most other sectors by the foreign exchange and domestic 
resource stringencies which developed, and the agencies concerned were able 
to carry out their programs relatively free of financial problems. And since 
two of the largest agency programs — the railways and the inland water¬ 
ways — were concerned in large part with procurement abroad, rather than 
with construction at home, they were not so difficult to implement as were 
many other programs. 

I’he K.T.A. program (Chapter 9) had contemplated some K 176 crores of 
investment in transport and communications. Of this, nearly half (K 82 crores) 
was to be spent for highways, nearly one third (K 57 crores) for ports and 
waterways, and about one seventh (K 27 crores) for railways. The Implemen¬ 
tation Conference of 1954 approved this program more or less as presented. 
With the notable exception of the highways program, where very little was 
done, implementation was substantial. Total outlays exceeded K 86 crores, 
and comprised more than 22 per cent of all public capital expenditures during 
the 1952-54 to 1959-60 period. 

The railways. The railways program involved chiefly the acquisition of 
rolling stock, track re-laying, bridge repair and other engineering works. 
Because trains and bridges were favorite targets of the insurrectionists, who 
dynamited them frequently, the railroad operated only by daylight until 
1959. 24'hour operation would undoubtedly have reduced the require¬ 
ments for motive power and other rolling stock. Improved discipline and 
better work performance in the modern railway shops would have cut down 
repair time and contributed to the same result. This factor, however, was 
beyond the control of the railway management — the unions relied heavily 
on their political friends in the A.F.P.F.L. leadership — as was perhaps the 
common failure of train conductors to collect passenger fares, particularly on 
the Rangoon commuter trains. Also important was the failure to re-lay the 
second track between Rangoon and Pegu, which had been taken up by the 
Japanese during the war. And centralized procurement, for a time, con¬ 
stituted an obstacle. 

The railways program accounted for some K 33 crores of capital expendi¬ 
tures from 1952-53 to 1959-60. Considering the obstacles and dangers which 
confronted the railways organization, on the whole it did a good job. This is 
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confirmed by the railways’ actual performance, as indicated in the figures be¬ 
low: 



/ 95/~52 

/959-60 

Freight carried 

(million ton-miles) 

159.9 

463.3 

Passengers carried 

(million passenger-miles) 

252.0 

983.6 


Inland water transport. The I.W.T.B. program involved mostly enlarge¬ 
ment of the river flotilla. Expenditures for quarter and stern wheelers, tugs, 
passenger launches, buoying vessels and non-powered barges accounted for 
some 85 per cent of the K 16 crores invested. By 1958, the gross tonnage of 
the flotilla had increased to 104,000, as compared with some 40,000 tons in 

^952. 

The major deficiency was the failure to improve the company’s dockyards 
at Dalla and elsewhere, so that ade(|uatc maintenance and repair could be 
provided for the flotilla. Freight carried showed relatively little increase dur¬ 
ing the program period, despite substantial additions to the fleet. l.W.T.B. 
officials claimed that this was because older vessels became unserviceable as 
fast as new ones were acquired. But the agency itself showed little desire to 
improve its maintenance. When in 1958 a loan was negotiated with the 
United States, primarily for dockyard improvement, the initiative did not 
come from the I.W.l.B. Shortages of trained personnel and service limited 
to daylight hours were also serious problems, as was the failure of the Gov¬ 
ernment properly to dredge the rivers. 

Underlying these was inept, political management at the top levels of the 
organization and a lethargic indifference on the part of the minister responsi¬ 
ble, Morale in the organization was at a low ebb, and corruption was wide¬ 
spread. 

Ocean and coastal shipping. Under the Union of Burma Shipping Board 
program two ocean-going cargo ships of 8,000 tons each, two coastal vessels of 
1,056 tons each, and various smaller coastal vessels for the Arakan fleet were 
acquired, at a total cost of something under K 4 crores. 

The ocean-going vessels were employed in delivering coal from Calcutta to 
Rangoon. So tight was the schedule necessary to maintain the inward coal 
traffic that the Board could seldom take the time to load outward-bound 
freight even when the State Timber Board urgently required freight ac¬ 
commodation to Calcutta. The time squeeze was partly due to inefficient 
loading in both Calcutta and Rangoon ports. One or two additional vessels 
would have relieved the pressure, and made for much more economic two- 
way freight operations. These came only after the Military Government took 
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over late in 1958 and, with Israeli management assistance, organized the 
5-Star Shipping Line. 

The new coastal vessels were evidently not well selected; their draft was 
excessive for most of the small coastal ports. In consequence, they were not 
fully utilized, and operated at sizable loss. The small Arakan fleet, on the 
other hand, operated at a profit, and should have been further expanded. 

The port of Rangoon, Reconstruction of the badly war-damaged port of 
Rangoon involved mostly wharf reconstruction and additions to the harbor 
flotilla, but also pontoons, jetties, bridge and building construction and a 
number of fixed moorings. Total outlays, in part financed by a World Bank 
loan, accounted for approximately K 13 crores through igyj-Go. 

In general, implementation of the port program was good. Recurrent diffi¬ 
culties in port operations were almost always due to conditions beyond the 
control of the port’s Board of Management. During the rice glut of 1953-54 
and 1954-55, buyers rejected much rice at shipside. Lighters loaded with rice' 
became floating godowns, choked up the harbor, and slowed down other load¬ 
ing and unloading operations. Lack of labor discipline and slow loading¬ 
unloading frequently made it necessary for ships to wait an inordinate time 
for and at berths. Delays on the part of Government agencies and the joint 
venture trading companies in clearing their goods from the docks often 
clogged the transit sheds, and slowed port operations almost to a standstill. 
Despite such difliculties, traffic handled at the port of Rangoon increased from 
2.1 million tons in 1952-53 to 3.3 million tons in 1959-60, as compared with 
5.4 million tons in 1939-40. The converted rice wharf, supplied with mechan¬ 
ical loading equipment under the U. S. development loan, was particularly 
successful. 

The airways. The largest single airways project — the splendid Mingaladon 
Airport outside Rangoon — is not properly part of this story, since it was al¬ 
ready nearing completion when the long-term development program was 
adopted. It was, however, much criticized as a “white elephant” project, and 
its total cost has never been made known. 

The airways investment program contemplated gradual replacement of the 
antiquated DC-3 (Dakota) fleet and improvement of domestic airports. For 
the rest, the program was designed to achieve improved management and 
operations. Disregarding the very real potential for improved and expanded 
domestic operations, the Government decided instead to buy three Viscount 
aircraft and broaden its activities in the international travel field (The Union 
of Burma Airways already flew to Chittagong and Calcutta on the west and 
to Bangkok on the east). 

While the new craft were being procured, there was little study of the 
proposed expanded routes or preparation for operating them. On the contrary, 
domestic service deteriorated badly because of the loss of foreign pilots, the 
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shortage of trained Burmese pilots and the deterioration of ground main¬ 
tenance staff and services. Lack of autonomy made it difficult for the U.R.A. 
to take remedial action. 

A few abortive efforts were made to operate the Viscounts, when they were 
delivered in 1959, on the route originally planned, but it was obvious that the 
U.B.A. was not up to the job. Reported attempts to sell the craft were evi¬ 
dently not productive of sufficiently interesting offers. T wo of the craft were 
employed, early in 19^1, on the Rangoon-Calcutta and Rangoon-Bangkok 
flights ])reviously serviced by Dakotas. 

Plighways. Perhaps no other sector was as poorly dealt with, both in ap¬ 
propriations and execution, as the highways program. Burma s 14,000 miles of 
roadway had been badly damaged during World War II, and had been per¬ 
mitted to deteriorate further thereafter. Perhaps even the K S2 crores recom¬ 
mended by K.T.A. would not have sufficed to pay for the necessary rcjiair 
and upgrading and the new roads needed. 

As it happened, next to nothing was done. The Highways Department 
was short-staffed, poorly organiz.cd and badly managed and supervised. Un¬ 
accountably, district highway engineers were cpiartered in Rangoon. In 
addition, the department was lethargic, and was not disposed to compete vigor¬ 
ously with other agencies for a larger share of the funds available. The policy¬ 
makers were not concerned about the lag in the highways program. And the 
World Bank, normally favorably disposed toward highway loans, insisted 
that reorganization and a training program were necessary preliminaries to 
loan action. 

Some K 3.5 crores of the K 10 to 12 crores of the capital funds spent for 
highways during the development period were for the purchase of construc¬ 
tion equipment — some of it too large to be used in the construction of any 
road Burma might build. A sizable share of the remainder was spent on the 
construction of a road between Prome and Taungup, on the Arakan side. 
This road, which could have had only a political rationale, passes through an 
almost uninhabited area. Taungup, its western terminus, has a population of 
only 4,000 or so. It had been estimated that the average daily traffic might be 
ten vehicles. This would have brought the road’s maintenance costs to about 
K 100 per vehicle trip. Yet the policy-makers approved funds for continuing 
work, while cutting off the essential work already begun on widening the in¬ 
adequate roadway from Rangoon to the industrial suburb of Insein, along 
which the Government’s pharmaceuticals plant and its jute, cotton and steel 
mills, as well as hundreds of smaller private enterprises, had been located, 
and which was already incapable of handling existing traffic. The Insein road 
improvement was subsequently completed by the Ne Win Government. 

Undoubtedly, the fact that roads could be permitted to deteriorate in¬ 
definitely and still be usable, and the fear of domestic inflation, contributed to 
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the Government’s disinclination to allot more funds for highway maintenance 
and improvement. It was, nevertheless, here, more than in any other sector, 
that much could have been accomplished with relatively small outlays, by 
invoking voluntary labor by farmers during agricultural off-seasons. This, 
however, would have required a government more interested in performance 
than in votes, and one whose posture was such that it could call upon its 
citizens to do what they could for their country, rather than seek always to 
have their country do more and more for them. 

Telecom muni cations. The telecommunications program involved chiefly 
the installation of a new automatic telephone system in Rangoon. It included 
also the rehabilitation of trunk lines and internal and international radio 
telephone networks. Total expenditures for these projects approximated K 6 
crores. 

The automatic telephone }’)roject in Rangoon attracted the most attention, 
partly because the old system worked so badly that much im[)atience was 
generated and partly because Rangoon’s most influential daily, the Nation, 
chose to make an issue of the decision to select the Ericcson cross-bar dial 
system rather than its major competitor. The telephone system, as well as 
the remainder of the program, was badly retarded because of intolerable de¬ 
lays in the construction of buildings. It was difficult to ascertain whether the 
fault for these delays lay with the Telecommunications Department or with the 
National Housing Board, which was constructing the building for it. There 
is little doubt that the Telecommunications Department was poorly staffed 
and directed. It also appears to have been badly hampered by its own ministry, 
and by the Ministry of Finance, in getting appropriations and financial sanc¬ 
tions. Delays in the granting of financial sanctions needed to utilize budgeted 
funds resulted more than once in the lapsing of spending authority at the end 
of a given financial year, and rec|uired that the process of asking for that 
authority be repeated the year following. 

The telephone system came partly into operation in 1958, and was com¬ 
pletely in o})eration by the following year. Complaints that the underground 
cables had been inadequately insulated against the heavy monsoon rains 
caused the contractor to take up and rejflace some of the cables laid. It may be 
that the long period of storage to which many of the materials were subjected 
contributed to their deterioration prior to installation. 

The telecommunications program had the advantage of the continuous 
advisory services of a capable and dedicated communications engineer sup¬ 
plied by the Government’s engineering consultants. There is little doubt that 
if he had been used in an executive-administrative rather than in an advisory 
capacity, program implementation would have proceeded in a much more 
efficient and expeditious manner. 



CHAPTER 19 

Implementation by the 
Private Sector 


It remains to examine the contributions made to the implementation of the 
development program by the private sector. This will involve a review, first 
of the contribution made by private capital formation to total investment, and 
next of the contributions of private individuals and firms in agriculture, 
forestry, mining, trade, banking and insurance, construction and transporta¬ 
tion and in cottage and manufacturing industry. Since any attempt fully to 
examine private activities in the several economic sectors would overlap with 
the study of governmental programs just presented, the presentation here will 
be complementary only. 

PRIVATE CAPITAL FORMATION 

The target for total gross capital formation during the development period 
was K 1,067 crores, of which the share assigned to the private sector was K 
545 crores. From something less than K 30 crores in 1949-50 and 1950-51, 
private gross capital formation stepped up sharply in the succeeding years. 
For the four years beginning 1952-53 it averaged more than K 41 crores per 
year. And for the next four years, beginning 1956-57, the average annual 
figure rose to over K 55 crores. For the adjusted program period of some¬ 
thing less than nine years, January 1952 through 1959-60, total gross private 
capital formation was some K 418 crores, or 71 per cent of the target figure.^ 
This was a very substantial accomplishment.^ 

1. Accomplishment is comparcci with target only in the case of the gross capital formation 
because data on net capital formation arc not available separately for public and private sectors. 
The target for net private capital formation was K 240 crores, within a total target of K 750 
crores. 

2. The step-up was even more significant than the data indicate. Because the preponderance of 
housing in Burma consists of bamboo huts with thatched roofs which must be replaced every 
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This growth in private capital formation was achieved in the face of a 
climate not basically conducive to private investment. The Government, as 
we saw in Chapter 5, had dedicated itself to the creation of a socialist state 
in which the major means of production would be owned and operated by the 
Government and by producers’ cooperatives. Widespread civil unrest and dis¬ 
order, excessive and even punitive Government controls, the lack of skills, 
technology and managerial experience and the high rate of interest which 
prevailed in personal and agricultural lending were other serious depressants 
to productive private investment. In the face of such obstacles, why and how 
did this very substantial increase in private investment take place? 

In 1950-51 and 1951-52, with the worst of the insurrection over, there 
existed widespread and severe shortages of almost every kind of commodity 
desired by consumers. These shortages, combined with the Korean wartime 
boom — which raised prices of imports and even more the export prices 
commanded by Burmese rice, timber, minerals and other commodities — 
provided a great stimulus to domestic production for both home use and ex¬ 
port. At the same time, the stepped-up level of Government spending, on 
both current and capital account, gave a considerable boost to domestic buying 
power. These factors were bolstered by pragmatic modifications in basic 
Government policy. Late in 1953 Prime Minister U Nu stated in his National 
Day address: “The achievement of the programme as a whole, therefore, re¬ 
quires that we institute measures which will enable the people in the private 
sector to carry out their part of the development programme. It is necessary 
that we encourage them to make this investment and to ec]uip themselves for 
carrying out this programme. Government must give them full assistance in 
carrying it out in an orderly manner.”^ 

In accordance with the Prime Minister’s directive, the Economic and Social 
Board at its fourth meeting adopted a resolution which envisaged in broad 
terms the aid to be extended to domestic commerce and industry. It promised 
a liberal loan program, the formulation of a list of industries in which private 
enterprise would be welcomed, provision of tariff aids, tax relief and the as¬ 
surance of adequate imports of raw materials. This forward step in Govern¬ 
ment policy, combined with the economic factors mentioned, accounted for 
the first sharp step-up in private investment. 

Still other factors contributed to the second step-up in the four years be¬ 
ginning 1956-57. The first of these was the Investment Policy Statement 
issued by the Cabinet in June 1955, which in effect implemented the earlier 
promises. After reiterating that the Government recognized the contribution 


two or three years, a substantial part of private capital formation each year is accounted for by 
such replacement. The rate of expansion in private /^ross capital formation of outlays other than 
these was p-reater than is indicated by the total fif^ures. For more details on the data themselves, 
sec Table 59. 

3 * "Our Goal and Our Interim Programme," reproduced in Appendix IL 
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which private investment, both domestic and foreign, could make to the eco¬ 
nomic and social progress of the country, the statement declared that the 
Government would guarantee new private enterprises against nationalization 
for an appropriate period; pay equitable compensation in the event of na¬ 
tionalization; make foreign exchange available for the import of raw mate¬ 
rials, rc[)air and re])laccment parts, other operational recjtiiremenis and inter¬ 
est on foreign loans; protect new industry by tariff and other means; grant 
loans in suitable cases; and, in the case of foreign investment, permit the 
remittance of current earnings or dividends and allow for the repatriation of 
investment over a reasonable period of time. It also listed some forty-seven 
industrial fields, ten mining fields and two service industries where private 
investment would be welcomed either on its own or in joint venture with the 
Government. In addition, the Government declared, it had under considera¬ 
tion special incentives for new investment, such as allowances for accelerated 
amortization of plant and equipment. 

The Investment Policy Statement of 1955^ marked an important advance 
over the National Day Statement of 1953 ^^at it not only broadened con¬ 
siderably the area in which the Government would render assistance to pri¬ 
vate industry, and made specific commitments, but also in that it no longer 
stressed, as had the earlier statement, that the contribution of the private 
sector would be welcomed for an interim period only. Other important 
stimuli were the “hire-purchase” loan scheme of 1955-56, the Government's 
changing attitude toward its own program for state manufacturing industries, 
which virtually precluded new starts from June 1957, the continuing though 
slow improvement in security conditions, increasing skill and experience, the 
expanded loan activities of the State Agricultural Bank, continued increases 
in domestic money supply and purchasing power, the sharp curtailment of 
imports in 1955 and 1956 and the subsequent squeeze, within a declining pri¬ 
vate share of total imports, on non-Burmese traders. 

AGRICULTURE 

The broad story of agricultural production is told in Table 44. By 1959-60 
total output was estimated to have reached the pre-war level and to have 
increased 41 per cent over 1951-52. Of the major crops, groundnut, sesamtim 
and sugar cane had exceeded pre-war production levels. Groundnut, sesamum 
and paddy, in that order, had achieved the largest production increases over 
1951-52. Of these, the output of paddy was of course by far the most im¬ 
portant. Production increases here were not accompanied by a commensurate 
increase in paddy acreage. Part of the increase was due to an increase in yields 
per acre, as shown in Table 45. By 1959-60 the average yield per acre had in¬ 
creased to 1,452 pounds, or 12 per cent higher than the pre-war average. 

4. Reproduced in Appendix III. 
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Table 44 

Agricultural Production, Prewar, 1951-52 and 1959-60 


{Thottsands of Tons) 


1936-37 




Percentage 

to 



1959-60 

Increase, 

1950-51 


1959-60 

as Per (xnt 

195 r- 52 to 

Average 

I 95 i 

(Estimated) 

of Pre-war 

I9S9-6o 

Index, total 100 

71 


100 

QC 

Paddy 7426 

5^250 

6,916 

93 

^ 1-7 

round nuts 181 

176 

275 

152 

56.3 

Sesamum -^5 

48 

66 

147 

37-5 

('otton 21 

16 

12 

57 

—25.0 

Pulses 250 

177 

211 

84 

19.2 

Sugarcane 1,000 

1,059“ 

1,100 

110 

3-9 

Tobacco 44 

45 

3« 

86 

— 15.6 

Millet and wheal 78 

7* 

7^ 

94 

2.8 

Source: Economic Surrey of Bu>ma, 

pre war and 

1(^59'60 tlata 

from i960 

issue. Table 9; 

1051-52 data from i()54 issue, except \< 

»r sugar cane. 

which comes 

from 1955 issue. 

a. 1952-53; ligure foi 1951-52 is not available on a 

tonnage basis. 




Paddy Yields per 

Table 45 
Acre, 1936-41 

and 1951-52 

TO 1959-60 


Baskets Poumls 

Per Cent of 

Pre-war .\verage 

1936-41 average 

28.17 

1,296 

100 

1951-52 

27.1 

T 245 

97 

1952-53 

25.9 

1,192 

92 

i 953’-54 

25.9 

1,192 

92 

1954-55 

27.4 

1,259 

97 

1955 56 

27.4 

i ,261 

97 

1956-57 

29.8 

i »372 

106 

1 9 57 --5 « 

26.3 

1,210 

93 

1958-59 

30*4 

io 97 

108 

1959-60 

31.6 

1,452 

112 


Source: Economic Surt/cy of Burma, issue. Tabic 8, for the last three years, anti various 

issues for preceding? years. 


Many factors contributed to this performance. First, there was the persistent 
influence of the basic measures taken shortly after independence to relieve the 
burdens of the cultivators. These measures included the remission of debts, 
prohibition against the alienation of land, the limitation on rents charged to 
tenants and security of tenure for them, and the continuation of land revenue 
taxation on the pre-inflation valuation basis, which in effect eliminated the 
land tax burden. In addition, the Government provided loans at low interest 
rates, distributed improved seed and fertilizer, expanded extension services, 
price supports and import controls in certain cases, supplied tractors for 
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custom plowing, and did a certain amount of flood control, drainage and 
irrigation work. There was also a slow but positive improvement in security 
conditions in the countryside. 

However, agricultural production continued to be plagued by continuing 
though diminished insecurity, by the high interest rates paid for the greater 
part of the working caf)ital required, by some shortages of plow cattle and, 
importantly, by the fixed paddy purchase price established by the Govern¬ 
ment. Even after the sharp downturn in rice prices which began in 1953 ’ 
remained a substantial though diminishing margin which would have gone 
to the paddy farmer under free market conditions but was captured by the 
Government instead. It seems reasonable also to assume that continued un¬ 
certainties, due to changing patterns in land ownership, about the locus of 
responsibility for the maintenance of bund and dykes adversely afTcctcd 
paddy production. The land nationalization and distribution program had at 
best a mixed effect on agricultural production. Because it displaced many 
tenant farmers and established many farm units of uneconomic size, it may 
be that the net effect of the program was a negative one. 

In broad, the rate of recovery in agricultural output was the major deter¬ 
minant of the increases which could be achieved in gross domestic production. 
The failure of agricultural output to reach the established goals measured the 
shortfall in achievement against total development plan goals. 

FORESTRY 

The chief criterion of private performance in the forestry sector is the pro¬ 
duction of non-teak timbers. As compared with average production from 
1936-37 to 1939-40 of 502,000 cubic tons of round logs, and production in 
1951-52 of 348.5 thousand tons, output had reached 6 tt,ooo tons by 1959-60, 
an increase of 75 per cent over 1951-52 and of 12 per cent over the pre-war 
average. This was a far better performance than that achieved by the Gov¬ 
ernment, which had reserved to itself responsibility for teak timbers. 

Since a major cause of retarded recovery in Government teak production 
was the insurrection, a natural question is why this same factor did not 
equally retard private non-teak timber production. This may have been due 
in part to the location of the various timber stands, but a more important 
reason, undoubtedly, was that private timber operators could pay tribute to 
insurrectionist bands and so buy protection, while the Government obviously 
could not do so. Another important difference was the fact that the six-year 
cycle in teak production made its recovery of necessity much slower than that 
of non-teak timbers. 

MINING 

Because most private activity in the mining sector was conducted in joint 
venture with the Government, this part of the story was told in Chapter 18 in 
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Table 46 

Crude Petroleum Production, 1939 and 1951 to 1959-60 

{Million Gallons) 


*939 

2757 

1951 

30.1 

1952 

29*3 

1958-59 

135.6 

1959-60“ 

187.1 

Percentage Increase 


1951 to H)59-6() 

522 

T939 to 1959-60 

-32 


Source: Kconomic Survey of Burma. Pre-war, 1951 and 1952 from 1953 issue, I'able 13. More 
recent data from i960 issue, Table 14. 
a. First hall year, at annual rate. 


Table 47 

Production of Petroleum PRODifCTs, 1951-52 jo i95()-6c) 


{Million Gallons) 




Motor 


Other 


Total 

Spirit 

Kerosene 

Fuel Oil 

1951-52 

n.a. 

n.a. 

n.a. 

n.a. 

1952-53 

24.8 

6.9 

11.1 

6.8 

1958-59 

89.9 

40.2 

25.3 

24.4 

1959-60" 

100.6 

44.1 

29.2 

27*3 


Percentage Increase 



1952-53 to 

1959-60 

305.6 

539.1 

263.1 

301.5 

Source: Economic Survey 

of Burma, i960 

issue, Table 

14, except 

for 1952-53 data, which 


Cf*ine from 1955 issue, Table 14. 
a. First half 5'car, at annual rate. 


Tabic 48 

Production of Selected Minerals, 1939 and 1952 to 1959-60 
{Thousarid Tons) 







Percentage 

Increase, 


1939 

1952 

1958-59 

1959-60" 

1952 to 
1959-60 

Tin ores and concentrates 

5-4 

1-3 

I.O 

.9 

—55.6 

Tungsten ores and concentrates 

4.3 

.8 

•4 

•4 

—50.0 

Mixed tin and tungsten 

5-6 

2.0 

1.5 

1.6 

—25.0 

Lead ores and cfinccntratcs 

77.2 

9.1 

35.8 

31.4 

245.1 

Zinc concentrates 

59.3 

4-3 

20.8 

18.0 

318.6 

Silver (million oz.) 

6.2 


1.8 

1.4 

75.0 


Source: Economic Survey of Burma, i960 issue. Table 16; 1952 data from 1956 issue. Table 
* 7 J 1953-54 silver figure from 1957 issue, Table 17. 
a. First half year, at annual rate, 
b* 1953-54; earlier figures not available. 
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connection with implementation of the Government's mining program. It is 
necessary to add only a few supplementary details here. 

By far the best performance was posted in oil production, the essential de¬ 
tails of which arc shown in Table 46. By 1959-60 crude oil production reached 
187 million gallons, more than six times the 1951 production and approxi¬ 
mately two thirds of the pre-war outfmt. Production of [)ctrolcum products 
increased from less than 25 million gallons in i95^“53 million 

gallons in 1959-60, as shown in Table 47. Outpiil of gasoline, kerosene, and 
other fuel oils all increased very substantially. Domestic reejuirements for 
kerosene were completely met, and those for gasoline and other fuel oils very 
nearly so. In addition, paraffin wax production exceeded domestic require¬ 
ments and made possible a substantial export of this by-product. 

The production of selected minerals is shown in 1 able 48. In 1959 tin and 
tungsten output was substantially below the levels recorded in 1952, when 
production in the Tenasserim area was sparked by the high prices prevailing 
as a result of the Korean War boom and purchases for the U. S. stockpile. 
The even more unfavorable comparison with pre-war production reflects of 
course the non-operation of the once great Mawchi tin-tungsten mines. 

Lead, zinc and silver production, on the other hand, show substantial 
recovery from 1952. The unfavorable comparison with pre-war production re¬ 
flects the limited operations at the Bawdwin Mines by the Burma Corporation 
joint venture. 

TRADE 

Although the volume of domestic trade increased during the development 
period with higher volumes of production and consumption, expanding Gov¬ 
ernment employment, industrial production and agricultural activity drew 
personnel away from petty trading, where a considerable amount of concealed 
unemployment existed. At the same time, the substantially expanded opera¬ 
tions of the Government’s Civil Supplies Management Board and the co¬ 
operative societies that were its major outlets encroached on the trade activities 
of the private sector. 

Most of the export trade was in Government hands. During the develop¬ 
ment period the Government added to its previously established monopolies 
of rice and teak exports a similar control over cotton and rubber exports. The 
private export of such agricultural commodities as beans and pulses and oil 
cakes and of non-teak timber was hampered by controls designed to prevent 
foreign exchange smuggling.'"* 

On the import side, two simultaneous major trends, illustrated in Table 49, 

5. Commodity smu^rp:lins: — chiefly of rice to East Pakistan, ores to Penan^t, opium to Thai¬ 
land and drugs, medicines and rubber products to China — was persistent and perhaps reached 
large volumes. 
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Table 49 

PjiRCENTAGE DISTRIBUTION OF PuBLIC AND pRIVATE IMPORTS, 
1954-55 TO 1959-60 


Private 



Total 

Government 

Total 

O.G.L. 

Licensed 

1954-55 

I(HJ 

24.9 

75.T 

50.1 

25 -n 

1955-56 

100 

44.0 

56.0 

27.4 

28.6 

1956-57 

100 

4 .T 4 

56.6 

25.4 

.S 1.2 

1957-58 

TOO 

48.0 

52.0 

20.9 


1958-50 

lOO 

51.1 

48.9 

14.6 


1959-60 

1 00 

H 5-5 

64.5 

4-7 

59.8 


Source: Selected Ecunumu Indicators, Ran^^oon, November Table 7. 


hampered private traders. First, the share of total imports pre empted by the 
Government doubled, rising from 25 per cent in 1954-55 to over 50 per cent 
in i95<^~59- Second, the share which could be imported on open general li¬ 
cense— in other words, imports open to all traders — was progressively 
whittled away. While in 1954-55 hnports under open general license com¬ 
prised two thirds of total private imports, by the end of the period they ac¬ 
counted for only 7 per cent. The squeeze created by the Government's grow¬ 
ing share thus fell with particular severity on non-Burmese importers, since 
these were permitted only a relatively small share of the import licenses issued. 
In 1959-60, however, as the figures show, there was a reversal of the trend as 
between Government and private imports. This squeeze on non-Burmese 
importers contributed to increased investment in private manufacturing pro¬ 
duction. 

Within the vastly larger share of private imports under light control, still 
another structural factor was at work. Here, beginning with 1957-58, a signif¬ 
icant share of the licenses issued was a’lotled to the new joint venture trading 
companies, in which private Burmese traders shared with the Government 
the monopolies established for such major import categories as textiles (other 
than those monopolized by the Civil Supplies Management Board), general 
hardware and food and provisions items. Under the Ne Win Government, 
fortunately, these monopolies were limited in that the joint venture com¬ 
panies were issued licenses for only half the value of the commodities they 
handled. 

BANKING AND INSURANCE 

Private firms in banking and insurance had always been branches of 
foreign companies or predominantly foreign-owned. During the develop¬ 
ment period the Government cut very seriously into the volume of business 
done by these firms by establishing the State Commercial Bank and the 




Table 50 

Estimated Industrial Production, Employment and Number of Establishments, 
_BY Type of Industry and Product, 1953-54 and 1956-57 
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State Insurance Board and by nationalization of the pawnshops, which had 
been operated for the most part by resident Chinese. 

CONSTRUCTION AND TRANSPORT 

Despite the volume of construction performed by the Government’s own 
agencies and by the Rehabilitation Brigade, private construction, chiefly of 
buildings, flourished under the impetus of the development program. Private 
residential construction in Rangoon, for example, had a remarkable growth. 
Private intra- and inter-city transport activities, by bus, truck and taxi and by 
river and coastal vessels, also increased substantially. The relatively high 
freight rates charged by the Railways and Inland Water Transport Boards 
contributed to the development of private carriers. Bus services were organ¬ 
ized largely on a producer cooperative basis, but other transport activities were 
privately owned and operated. 

COTTAGK AND HOME INDUSI'RY 

The best source of information on the increases in cottage and home in¬ 
dustry during the development period is a study made by the economic con¬ 
sultants early in 1959, which covered the entire field of industrial production. 
So far as cottage and home industry only were concerned, the study, which 
covered the period 1953 to 1957, was based on the 1953 Census of Cottage 
Industries and the 1957 Survey of Manufactures. Since the 1953 Census 
covered 252 towns and a fair sample of villages and the 1957 Survey of Manu¬ 
factures covered the towns only, the 1957 figures for village production are 
estimates based on the assumption that cottage and home industry in the 
villages grew at the same rate over the four-year period as did production in 
the towns. Under the circumstances the assumption is a reasonable one and 
the results may be considered fairly reliable. 

For this four-year period, the study shows a remarkable growth; witness 
the following figures: 



^953 

J 957 

Percentage 

Increase 

Number of establishments 

62,900 

93,600 

49 

Employment (thousands) 

174 

239 

37 

Value of output (K crores) 

21.2 

67.9 

220 


The details underlying these figures are shown in Table 50, and the percent¬ 
age increases in the number of establishments, employment and output by 
individual cottage industries from 1953 to 1957 are shown in Table 51. 

While the data speak for themselves, at least two questions must be asked 
about them. First, with the number of establishments increasing by 49 per 
cent, why did employment increase only by 37 per cent.^ Second, what was 
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Table 51 

Cottage Industry: Percentage Increase 
FROM I 9 S 3~54 TO 1956-57 IN Number of Establishments, 
Employment and Output, by Type of Product 



Kstablishments 

FmploymcMit 

Output 

Total 

40.0 

37 -t' 

219.0 

Foods 

s8.6 

31-s 

209.0 

Tobacco 

S 5.8 

42.4 

no change 

Textiles 

64. s 

52.0 

460.0 

Footwear and apparel 

_^o.6 

7.0 

105.5 

Wood, bamboo and cane 

26.‘5 

30.2 

30.0 

Chemicals, soap and oils 

6.5 

IS.Q 

II 3-5 

Machinery and metals 

27.7 

36.2 

56.4 

All other 

loi.<S 

80.4 

332.4 


Sowce: Table 50. 


behind the tremendous increase in per capita output suggested by the fig¬ 
ures ? An increase in the number of weeks worked per year and the fact that 
the employment data do not cover unpaid family workers are part of the 
answer to both questions. The very substantial increase in per capita output 
was also influenced to an important degree by price increases and by the use 
of improved equipment. This was particularly true in the textile field, where 
the introduction of power looms was made possible by increasing electrifica¬ 
tion. 

MANUFACTURING PRODUCTION 

The data on manufacturing production are also derived from the study just 
cited. The results, however, did not involve a sizable amount of estimating. 
Growth of production in manufacturing establishments — defined as those 
employing ten or more persons — is shown in Table 52. The number of 
manufacturing enterprises increased by 60 per cent, employment by 47 per 
cent, and the value of output by 127 per cent. It should be noted that many of 
the additional manufacturing establishments were “new” only by definition. 
They had previously been classified as cottage industries and were now re¬ 
classified because they now had ten or more employees. 

In 1953, as shown by Table 53, food production was much the most signif¬ 
icant in value of output, with textiles, chemicals and tobacco far behind con¬ 
tending for second position. By 1957 food had declined substantially in rank. 
Textiles production also declined in rank, although, like food production, it 
enjoyed a substantial increase in output value. Chemical production had 
moved up very strongly, quadrupling in value and reducing substantially the 
leadership margin which food production had earlier enjoyed in relative 
contribution to total manufacturing value product. The production of foot- 
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Table 52 

Production and Employment in Manufacturing Establishments 
Employing Ten or More Persons, 1953 and 1957 



I 95 d 

1957 

Percentage 

Increase 

Number of establishrncuis 

2,470 

,5.950 

60 

Persons engaged (thousands) 

114 

168 

47 

Value of ()Uti)ut (K crores) 

46.3 

105.2 

127 

Less, gf)vernrnent production 

2.5 

1 * 1-5 


Private only 

44.0 

90.9 

107 


Sources: Tabic 50 and “Growth in Industrial Production in Burma, 195.5-^957,” Robert R. 
Nathan Associates, Inc., Jaji. 12, 1959. 


A/o/e: Government manufacturing establishments, including railway shf)ps and sawmills, num¬ 
bered about 20 and emphjyed some i4,oot)- i5,o()() persons in 1957. In 1953, the number of 
such establishments was much smaller, but employment in them was not much less than in 
1957* when the state factories were just starting operations. 


wear and apparel, tobacco and wood [iroducts also increased their relative 
contributions to the total, as did the '‘all other products” category. 

Idle elements which contributed to these notable gains in private manu¬ 
facturing activity have already been reviewed in Chapter 18 (as regards man¬ 
ufacturing activity specifically) and in a more general way earlier in this 
chapter. 

rOTAL PRIVATE INDUSTRIAL PRODUCTION 

The data previously cited arc combined in Table 54 to show the growth of 
total private industrial production. Adjusted to delete Government-owned 
enterprises, the number of ejitablishments increased by nearly half, paid em¬ 
ployment by more than two fifths, and the value of output by nearly one and 
one half times. 

In 1957, cottage and home industry accounted for 96 per cent of the estab¬ 
lishments, 60 per cent of the employment and 43 per cent of the value of out¬ 
put. In terms of output value, cottage industry was most significant in tex¬ 
tiles production, where it contributed nearly three quarters of the total; in 
footwear and apparel, to which it contributed nearly half; and in food and 
wood products production, in each of which it accounted for about one fifth 
of output value. 

In terms of value added, industrial production in 1957 amounted to some 
K 67.5 crorcs — about 12.5 per cent of the gross domestic product and double 
the contribution industry had made to the nation’s total output only four 
years before. To this spectacular result Government manufacturing activity 
had, at that time, made only a minor contribution. In the next few years, the 
Government’s new manufacturing enterprises stepped up their rate of pro- 
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Table 53 

Value of Manufacturing Output, by Product, 19=^3 and 1957 



Percentage 
Increase in 
Output Value, 
19SV-57 

Percentage 
Distribution 
()!' Output Value 

I9S3 1957 


Ibtal 

107 

100 

100 


I. Food 

4S 

59.2 

41.6 


2. Textiles 

47 

ri.8 

8.4 


3. Chemicals 

302 

8.0 

J7.4 


4. Tobacco 

155 

7*4 

9.1 


5. Footwear and apparel 

360 

3.S 

7.8 


6. Wood products 

283 

2.2 

4.2 


Total, 1-6 

— 

9^*n 

88.5 


7. All other 

242 

7.0 

11.5 


Sources: Table 50 and “Oowth in Industrial Production 

in Purina, 1953- 

-1957/ 

Robert R. 

Nathan Associates, Jan. 12, 1959. 






Table 54 




Growth of Private 

Industriai, Production, 1953- 

•S 7 





J 

Vreentage 


1953 

I0S7 


Increase 

Number of establishments 

65.^65 

97.S3‘' 


49.2 

Cottage anti home itulustries 

62,000 

93,600 


48.8 

Manufacturing 

2,465 

3»93‘> 


59-4 

Employment (thousands) 

276 

393 


42.4 

Cottage and home industries 

174 

239 


37 

Manufacturing 

T02 

154 


51 

Value of output (K crorcs) 

65.2 

158.8 


143.6 

Cottage and home industries 

21.2 

67.9 


220.3 

Manufacturing 

44 

90.9 


107 


Sources: Tables 51 and 52, crudely adjusted, as per note to Table 52, to deduct (Government 
establishments and employment. 


duction and contributed more substantially to total industrial output, but they 
did not become a major element in it. 

According to preliminary data prepared by the Central Statistical and 
Economics Department early in 1961,^' the value of industrial production ap¬ 
peared to have increased by another 20 per cent since 1957, ^he largest rela¬ 
tive gains being recorded by textiles, petroleum refining, metal industries, 
foods and tobacco products. Of these, the increase of two thirds in the value of 
textile production was by far the most significant. 

6. The data arc included in ‘‘Production Targets, Four Year Plan, 1961-65,” Form 1, un¬ 
dated. 
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SIGNIFICANCE OF THE INDUSTRIAL GROWTH EXPERIENCE 

It seems clear that the swift and sizable expansion of private industrial pro- 
duction in Burma has a significant bearing on some widely accepted general¬ 
izations concerning entrepreneurial abilities and motivations and the poten¬ 
tials for private savings and investment in underdeveloped countries, as well 
as for public policies based upon them. It is rather generally held that, in 
underdeveloped countries, only very limited private savings can be accum¬ 
ulated, and that the scarcity of entrepreneurial ability limits productive in¬ 
vestment by the f)rivate sector. These views are not supported by the experi¬ 
ence in Burma. The policy of state investment in manufacturing enterprises, 
which in Burma was based at least in part on the belief that the private sector 
could not be relied upon to develop manufacturing industry, is also demon¬ 
strated to have been erroneous. 

FOREIGN INVESTMENT IN MANUFACTURING INDUSTRY 

As far back as 1949, the Government had made known the country’s desire 
for private foreign investment. But statements to this effect not backed up by 
specific action of the kind recjuired were scarcely to be taken seriously. They 
were, in fact, completely unproductive of the desired result. 

The first evidences of investment interest on the part of foreign firms devel¬ 
oped in connection with the Government’s joint ventures. Japanese firms en¬ 
gaged in the sale of textile manufacturing machinery were only too willing to 
take a 10 or 15 per cent interest in joint venture textile mills, on condition that 
they provided the equipment for them and were paid fees for management. 
A U. S. firm was willing to participate in a joint venture paper mill, on a 
similar basis. This was “venture” without risk, and the proposals were not 
accepted. 

After the Investment Policy Statement of June 1955 issued, there were 
a few other expressions of interest, and some of these resulted in actual invest¬ 
ment. Unilever proposed a joint venture in soap manufacture in which the 
company would provide most of the capital required. This proposal was ac¬ 
cepted and, after some time, implemented. Glaxo, another British firm, pro¬ 
posed to set up a small plant in Burma to “manufacture” — in reality, to 
package bulk imports of — infant foods. This too was approved and imple¬ 
mented. The decisions of the investing firms in these cases did not rest solely 
on the new assurances given by the Government. They appeared to be mo¬ 
tivated even more strongly by a natural desire of these firms to retain their 
traditional share of the Burmese market — a share which was increasingly 
threatened by the combination of foreign exchange shortages, restricted im¬ 
port licensing, protectionist tariffs, and a rapidly developing home industry. 
Other firms made additional proposals, similarly motivated, involving chiefly 
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assembly or packaging operations, but the conditions they stipulated were 
inconsistent with sound policyJ 

Of all the British firms that had operated on a large scale in Burma before 
World War II and that still maintained offices and continued to operate, 
though on a much reduced scale, in the T950S, only one — the Bombay-Burmah 
IVading Company — ventured to bring in new capital for productive invest¬ 
ment. This firm, which had once dominated teak extraction, sawmilling and 
exports, invested first in. a small boatyard across the river from Rangoon, next 
in a new concrete pipe plant, and then in a cement-asbestos sheet factory. 
Though its total new investment was quite modest, the enterprises were effi¬ 
cient, useful and successful. This naturally raises the question: Why did not 
Steel Brothers and other firms, which had resident staffs and a wealth of 
experience in Burma, do the same thing ? 

There were several reasons why they did not. For one thing, the Govern¬ 
ment was not disposed to treat “captive” investors who were already “locked 
in” as liberally as new investors who had not earned fortunes in Burma dur¬ 
ing the colonial days. Steel Brothers, for example, was far more concerned 
with obtaining fair comj;)ensation for its nationalized cement factory at 
Thayetmyo, and with the future of the monies invested in its Strand Hotel 
and other properties, than with new investment opportunities. Second, the 
operation of foreign-owned enterprises in Burma was difficult. It was hard to 
obtain entry and stay permits for foreign employees, import licenses for mate¬ 
rials, operating supplies and replacement parts, remittance privileges for for¬ 
eign staff, profit remittances, and so on. Foreign firms were required to em¬ 
ploy Burmans in given proportions at various wage or salary levels, whether 
or not adequately qualified local help was available. In their dealings with 
labor unions, the firms were wrong until they had proved themselves “right” 
— and this was very difficult to do. And always there was the fear that success 
would bring nationalization and the same old treadmill of compensation ad¬ 
judication, collection and remittance privilege would have to be plodded once 
again. Lastly, and of more than minor importance in this connection, the 
resident managers and staffs of these firms were essentially “caretaker” types 
rather than venturesome innovators. With a lengthy experience dating back 
to “the good old days,” it would in any case have been difficult for most of 
them to appraise the new scene on the basis of a completely different set of 
premises. 

The question, then, is not why only Bombay-Burmah, of the older com¬ 
panies, undertook new ventures. It is rather, why Bombay-Burmah did so. At 
least one of the reasons was that this company was represented in Rangoon 
by successive resident managers — Paul Isserlis and Christopher McDowell 

7. A common condition was assurance of Government protection, in the form of import bans 
or quotas, from external competition. 
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— who were somewhat younger (certainly younger-minded) and more dy¬ 
namic than were most of their ])eers in the British commercial community. 
Also, while they were objective and critical enough, they seemed to have a 
fundamental sympathy for Burmese aspirations, ability to communicate and 
a confidence that, over the longer run, conditions would improve. Their in¬ 
vestigations, reports and recommendations undoubtedy influenced their com¬ 
pany’s investment decisions. 

In T959, the Parliament enacted a “Union of Burma Investment Act”^ 
which went substantially beyond even the Investment Policy Statement of 
1055 in the aids offered to new investors, subject to approval by an Invest¬ 
ment Committee created by the Act. Among the incentives not previously 
offered were accelerated de|)reciation, complete income tax exemption for 
three years (and possible partial exemption for an additional period), exemp¬ 
tion of machinery and raw materials imports from customs duties for a period 
of three years and income tax exemption for profits rc-invested within a year 
after being set aside for such a purpose. As of January 1961, the Investment 
Committee had under consideration some fifteen to twenty investment pro¬ 
posals, almost all involving joint ventures with foreign firms, but no defini¬ 
tive action had yet been taken. 

8. The text of the Act is given in Appendix IV. 



CHAPTER 20 


Outcomes and Impact of the 
Development Program 


This chapter will be concerned with the over-all results of the development 
program and its effects on the Burmese economy. After viewing the capital 
expenditure program as a whole, it will examine the impact on gross domestic 
product, other general measures, capital formation, use of resources, produc¬ 
tion in selected target areas, economic stability, the structure of the economy 
and economic welfare. Where appropriate, achievements will be measured 
against the original goals of the eight-year development program. 

Total public capital expenditures from 1952-53 through 1959-60 amounted 
to some K 389 crores, as shown in Table 55. Of this, defense and law and 
order expenditures were the largest single component, accounting for nearly 
one fifth of the total. Transportation followed close behind and, with com¬ 
munications, exceeded the defense total. Social services and miscellaneous 
programs made up the next largest category, followed by electric power, agri¬ 
culture and irrigation, construction and industry. Since construction expendi¬ 
tures went for the most part for schools, hospitals, bazaars and office build¬ 
ings, they would, if properly distributed, substantially augment social services 
outlays. The percentage distribution of capital expenditures among the vari¬ 
ous sectors year by year is shown in Table 56. 

THE GROSS DOMESTIC PRODUCT 

The broad sweep of the gross domestic product, in constant prices, is shown 
in Table 57 beginning with 1951-52, when the G.D.P. was still less than three 
quarters of the pre-war figure. The sharp rise in capital outlays which began 
at that time brought about an increase of some 45 per cent in the next eight 
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Table 57 

Gross Domestic Product in 1947-48 Prices. 1938-39 to 1959-60 

{K Million) 
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5 o«rrf': Economic Survey of Burma, i960 issue, Table 2; 1951-52 and 1952-53 data from 1957 issue, Table 2. 
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years. But the rate of growth was not consistent, and in one year, i 957 "“ 5 ^> 
there was actually a sharp decline due to a short rice harvest. The cumulative 
growth rate of 5 per cent per year, combined with a population growth of 
about 1.5 per cent per year, meant a per capita output growth rate of 3.5 per 
cent per year. In almost any other setting, this would have been remarkable. 
In a war-torn economy recovering from a badly reduced level of output it was 
a performance something less than spectacular. But it represented no mean 
achievement. It did, however, fall substantially short of the ambitious major 
goals of the eight-year development program, as shown in Table 58.^ 

The actual increase in gross domestic product from 1951-52 to 1959-60 was 
substantially short of the 78 per cent envisaged in the long-term development 
plan.^ The 29 per cent growth in per capita output and 20 per cent growth in 
per capita consumption were less than half the plan’s targets, but the increases 
were substantial and perceptible to the population. 

CAPITAL FORMATION 

Gross capital formation totaled some K 886 crores from January 1952 
through 1959-60, the plan period, as shown in Table 59. Of this, K 468 crores, 
or nearly 53 per cent, was public, and some K 418 crores was private capital 
formation. Stock accumulation, mostly in the public sector, accounted for 
nearly 10 per cent of the total. The year-by-year pattern corresponds naturally 
to that of capital expenditures shown in Table 55. The levels, beginning with 
1951-52, represent a very sharp increase over those in preceding years. The 
rate and degree of increase were greater in the public sector. But private 
capital formation also increased substantially, under the impact of public 
spending.^ After a sharp rise in 1954-55, the break in rice prices and earnings 
caused investment flow to decline in 1955-56. The new flow of supplementary 
foreign resources that began in 1956-57 permitted another step up to a some¬ 
what higher plateau for the next few years. 

Actual gross and net capital formation are compared with the targets 
adopted in the eight-year development plan, year by year and in total, in 
Tables 6t and 62. Actual gross capital formation was 83 per cent of that en¬ 
visaged in the original plan. Public capital formation was nearly 90 per cent. 


1. In order to facilitate comparison with the eight-year plan targets, which were stated in 
1950-51 prices, the actual data have been adjusted to 1950-51 prices. They are, however, con¬ 
sistent with the data shown in Table 57, which are in 1947-48 prices. 

2. Bccau.se of faulty statistical techniques in converting from one price scries to another, the 
43 per cent growth shown here docs not coincide with the 45 per cent increa.se shown in Table 
57 from 1951-52. 

3. Gross public capital formation, at K 468 crores, is substantially in excess of the K 389 

crores of public capital expenditures shown in Table 55, for three reasons: The capital formation 
figure includes depreciation expenditures; it covers the last nine months of 1951-52; and the 
1959-60 is still based on revised estimates, whereas the capital expenditure figures arc 

preliminary actuals which have been revised sharply downward. 
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Table 59 

Gross Capital Formation, Public and Private, 
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1. Taken at three fourths of annual figures for 1951-52. 
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Table 60 

Gross and Net Capital Formation, 1949-50 to 1959-60 
{K Crores) 


Gross 

Domestic Net ICstimatcd Net Fixed 

Capital Estimated ('apital Stock Capital 

Formation Depreciation F(>rmatif)n Increases Formation 


1949-50 

31-9 

21.3 

10.6 

— l.I 

11.7 

1950-51 

47.6 

22.8 

24.8 

4-5 

20.3 

^ 95^-52 

74-3 

24.5 

49.8 

13*3 

36.5 

1952-53 

87.6 

25.5 

62.1 

22.4 

39-7 

1953-54 

lOI.I 

26.9 

74.2 

17.8 

56.4 

1954-55 

100.9 

28.0 

72.9 

10.3 

62.6 

^955-56 

93 -‘> 

29.0 

64.0 

—2.2 

66.2 

1956-57 

108.5 

30.2 

78.3 

6.7 

71.6 

I 957 - 5 « 

118.3 

31.8 

86.7 

4.8 

82.9 

1958-59 

112.5 

32-5 

80.0 

11.0 

69.0 

1959-60 

108.5 

34-4 

74.1 

51 

69.0 

Source: Economic 

Survey of Burma. 

For 1953-54 

to 1959- 

-60 data, i960, 

Table 5. Earlier 


data from 1956 issue, Table 5. 


Table 61 

Programed and Actual Capital Formation, January 1952 to 1959-60 

{K Crores) 

Gross Capital Formation Net Capital Formation 


Original Original 

Program Actual Program Actual 


Totals 

1,067.5 

886.2 

750.0 

629.7 

1952, Jan.-Sept. 

62.5 

55.8" 

41.5 

37.4“ 

1952-53 

83-5 

87.6 

48.5 

62.1 

1953-54 

103-5 

101.1 

65.5 

74-2 

1954-55 

119.0 

100.9 

83.0 

72.9 

1955-56 

131-5 

93-0 

95.0 

64.0 

1956-57 

138.5 

108.5 

101.5 

78.3 

1957-58 

140.5 

118.3 

103.0 

86.7 

1958-59 

143.0 

112.5 

105.0 

80.0 

1959-60 

145-5 

108.5 

107.0 

74.1 


Sources: Original program figures from K.T.A. Comprehensive Report, p. 41. Actual data 
from Economic Survey of Burma, 1956 and i960 issues, 
a. Taken at three quarters of annual figure for 1951-52. 


and private capital formation nearly 77 per cent, of the original targets. Net 
capital formation, public and private, was 84 per cent of that originally 
scheduled. (The actual figures, to be sure, arc stated in current prices, while 
the plan targets were in constant prices. But even if one were to deflate the 
actual figures by 15 per cent — certainly a greater than necessary allowance — 
they would still amount to 72 per cent of the target figures.) In relation to the 
gross domestic product, gross capital formation averaged something more 
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than 20 per cent during the plan period. This corresponded even more closely 
to plan expectations, as shown in Table 63. 

THE USE OF RESOURCES 

The changing pattern in the broad use of resources illustrated in Table 64 
is of course due not only to the investment aspects of the development pro¬ 
gram but to the complex of objectives and policies built into and reflected by 
it. Before the war, nearly 6 per cent of Burma’s production was paid out 
abroad as income, and another 11 per cent built up balances abroad, leaving 
only 83 per cent of total output for domestic use. By 1951-52, income paid 
abroad was no longer a factor, but balances were still being built abroad, and 
only 94 per cent of production was available for domestic use. In the later 
years Burma became a net importer, and used more domestically than she 
produced. 

This was important, because it made possible sizable increases in the pro¬ 
portion of total output used by all categories of domestic expenditure — cur¬ 
rent Government expenditures, capital formation and consumer expenditures 
— at a time when the size of the pie to be divided was increasing sharply. 
Capital formation accounted for one fifth of the gross domestic product, as 
against one eighth before the war and in 1951-52. Direct consumption took 
only a slightly larger share than before the war, and its share even declined 
somewhat from 1951-52 to 1959-60. But current Government expenditures, at 
one sixth the total in 1959-60, took roughly double their pre-war and pre- 
development shares. Since increased current governmental outlays for health, 
education and welfare services supplemented direct consumer expenditures, 
the true share of consumers in the domestic product in the later years was 
significantly larger than is indicated by the figures shown, and substantially 
larger also than it was before the war and in 1951-52. 

PERFORMANCE AGAINST SELECTED TARGETS 

In addition to the gross domestic production, per capita production and 
consumption and capital formation targets, the comprehensive development 
plan established a number of specific targets for output in selected areas. Some 
of these goals, and the results actually achieved, are shown in Table 65. Here, 
too, the earlier pattern was repeated. Gains, while substantial, were consider¬ 
ably short of the earlier expectations. 

Only in crude oil production, railway passenger traffic and the acreage 
sown to sesamum were the plan targets significantly exceeded. Of the rest, 
the paddy acreage and rice export targets were crucial to the program; the 
failure to achieve these goals could not be compensated for by the achievement 
of any other goal or goals. 
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Table 62 


Public and Private Capital Formation, Programed and Actual, 
January 1952 to 1959-60 

{K Crores) 



Original 
K.T.A. Program 

Actual 

Actual as Per Cent 
of Programed 

(iross capital formation 

1,067.5 

886.2 

83 

Public 

522.5 

468.0 

89.6 

Private 

54S.O 

418.0 

76.7 

Net capital formation 

750.0 

629.7 

84 


Sources: Original jirogram figures from K.T.A. Comprehensive Report, 'Table III-7, p. 50. 
Actual data from Tables 59 anil 61. 


Table 63 

Gross Capital Formation 

AS Per Cent of Gross DoMi-sTic Product, Program i:b and Actual, 
1952-53 to 1959-60 



K.T.A. F’lan 

Actual 

1952-53 

18.0 

19.0 

1953-54 

19.9 

22.0 

1954-55 

21.4 

21.0 

1955-56 

22.1 

18.1 

1956-57 

21.9 

20.0 

1957-58 

21.3 

22.3 

1958-59 

21.1 

20.5 

1959-60 

20.8 

18.5 


Sowres: K.T.A. C^jmprehensive Report, Table III-7, p. 50; Economic Survey of Burma, 1957 
and 1960 issues, Table 3. 


Table 64 

The Use of Resources, Pre-war and 1950s, a Percentage Distribution 



19^8-39 

1951-52 

1956-57 

1959-60 

Gross domestic product 

Tess; net exports of goods 

100 

100 

100 

100 

and services 

I7.2' 

6.2 

—4.9 

—3.2 

Goods and services used in Burma 
Expenditures in Burma 

82.8 

93-8 

104.9 

103.2 

Current Government expenditure 
Capital formation 

7.8 

8.6 

13-7 

16.6 

(public and private) 

12.2 

12.9 

20 

18.5 

Consumer expenditure 

62.8 

72.3 

71.2 

68.1 


Source: Economic Survey of Burma. For 1956-57 data and 1959-60 estimates, i960 issue, 
T^able 3. Other data from 1954 issue, Table 2. 
a, 11.4 was surplus abroad on current account and 5.8 was income paid abroad. 





Table 65 

Comparison of Selected Program Goals and Achievements 
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Railway freight (thousand ton-miles) 579 152 n,a. 406 n.a. 167 

Railway passenger-miles (million) 437 250 421 984 68 294 

Sources: Economic Survey of Burma, 1954 issue, Appendix, p. 116, for goal data, and i960 issue for actual data or estimates, except for railway 
passenger-miles data, which are from Selected Economic Indicators, C.S.E.D., Rangoon, Nov. i960. Table 15. 

a. In absence of 1951-52 data, percentage is calculated from 1938-39 base. 
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economic stability 

In view of the extensive treatment of economic stability in Part III, it is 
necessary here only to recall the essential facts. Failure to implement the im¬ 
port program eflcctively in 1955-56 resulted in widespread shortages, exces¬ 
sive increases in the domestic money supply and a cjuick, sharp increase of 
about 18 per cent in average living costs. (Prices of many imported commodi¬ 
ties rose far more than that, of course, and it may be that living costs rose 
substantially more for higher income groups than for the low and middle 
income groups covered by the index.) Prices then leveled off and, under the 
Ne Win (Government, declined again in 1959. Although they rose subse¬ 
quently after the revocation of price controls in April i960, they were only 
12 per cent higher in September i960 than they had been in 1954. 
years beginning with the 1954 low, the rise in living costs averaged only 2 
per cent per year (see Table 29, p. 215). This must be considered a remarkable 
performance. 

Something less than stability, however, characterized the balance of pay¬ 
ments. From K 96 crores at the end of 1951-52 and K 119 crorcs at the end of 
1952-54, foreign exchange reserves declined to less than K 52 crores at the end of 
1954-55, recovered to nearly K 75 crores a year later, declined once again to K 56 
crorcs by the end of 1956-57, and stabilized between K 75 and K 80 crores in 
1958-59 and 1959-60, as was shown in Table 17, p. 165. Taking, somewhat 
arbitrarily, K 60 crores as the safety point (equal roughly to six months’ im- 
])orts), Burma experienced two serious and rather prolonged “scares” with 
respect to foreign exchange. These were extremely unsettling. Not only did 
they cause abrupt changes and dislocations in capital budgeting, import pro¬ 
graming and money supply; they inspired traders to hoard, speculate and 
raise prices. They also inspired the Government to meddle increasingly with 
the structure of the import trade in the directions of Burmanization and joint 
venture monopoly. Both these efforts — the first inefficient, the second out¬ 
rageous — were inimical to the interests of the consumers. 

STRUCTURE OF THE ECONOMY 

The development program did not bring about revolutionary changes in 
the structure of the economy, either in the composition of the nation’s output 
or in the ownership and control of its wealth and productive processes. There 
had indeed been a significant takeover of productive properties and enter¬ 
prises in the period immediately following independence, and a vast expan¬ 
sion in the areas of Government intervention. By 1952-53, however, both 
these processes had been, to all intents and purposes, completed. The land 
nationalization and distribution subsequently undertaken do not appear to 
have been significant in this respect. The economic effects had been for the 
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most part anticipated by the earlier measures prohibiting land alienation and 
the limiting of land rentals to nominal amounts- 
The relatively minor structural changes which occurred in the composition 
of output may be perceived in Table 57. The relative role of agriculture de¬ 
creased slightly. That of state marketing, banking and public utilities in¬ 
creased. But the most significant change appears to be the increasingly im¬ 
portant role played by general governmental activities. It is likely, however, 
that the national income data do not adequately reflect the actual increase in 
“other industries and services,” in which manufacturing activities are in¬ 
cluded. This would certainly appear to be indicated by the evidence presented 
in Chapter 19 on the growth of manufacturing and cottage industry. Even 
granted such an understatement in the national income data, it appears that 
the impact of the development program was not such as to bring about seri¬ 
ous structural changes in the composition of total output. It did, however, 
initiate trends which were bound, in time, to effect such changes. 

As regards the agents of economic processes, the state played of course an 
expanding role during the development period in both import and export, 
and increasingly in manufacturing as well. Perhaps its most injurious step 
was the introduction of monopoly into new commodity areas of the import 
trade, in which private traders were permitted to share. And perhaps the 
most beneficial were the increased state activities in health, education and 
other areas of welfare. 


WELFARE 

The scope and size — if not the quality — of the welfare facilities and serv¬ 
ices provided during the development period were nothing short of remark- 
a\>\e. The Government made sltennons efforts to improve welfare In both 
the towns and the villages. Understandably, the greatest contribution was that 
made to the cultivators in the form of debt remissions, rent limitations, land 
distribution, agricultural loans, seed and fertilizer distributions, price sup¬ 
ports, tractor hire, drainage and flood control, and so on. These have already 
been reviewed in Chapter 16. Other welfare efforts embraced health, educa¬ 
tion, housing and local community projects. 

The core of the health program was the construction of twenty-eight hospi¬ 
tals with i,r6o beds, and the establishment of over 400 rural health centers, 
345 maternity-child health clinics, numerous dispensaries and specialized 
tuberculosis, leprosy and other facilities. Vigorous anti-malaria spraying 
campaigns (which reached 10 miUion persons in 1959-60), B.C.G. tests fol 
j * with U JV, technical assistance, pro- 

va ua e resu ts. Large-scale training programs were conducted to staff 
e new aci ities, not only with doctors and nurses, but also with health 
assistants, midwives, women health visitors, vaccinators, malaria inspectors, 
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Table 66 


Health Facilities and Personnel, 1938-39, 1952 and 1959-60 



1938-39 

1952 

1959-60 

Hospitals and dispensaries 

308 

294 

n.a. 

Government 

268 

n.a. 

332 

Private 

40 

n.a. 

n.a. 

Hospital beds 

8,154 

8 , 54 ^> 

n.a. 

Government 

5,662 

n.a. 

9,644 

Private 

2,492 

n.a. 

n.a. 

Doctors 

1,600 

1,252 

1,221 

Government 

n.a. 

552 

513 

Private 

n.a. 

700 

708 

Nurses 

1,000 

1,054 

n.a. 

Government 

n.a. 

404 

513 

Private 

n.a. 

650 

n.a. 

Maternity and child health centers 



345 

Rural health centers 



409 


Sources: For T93H-39, Robert R. Nathan working papers. For 1952; The Pyidawtha Confer¬ 
ence, August 4-17, /952, Resolutions and Speeches, Ministry of Information, Rangoon, Dec. 18, 
1952, p. 102. For 1959-60, Economic Survey of Burma ig6o and Case Study of Planning for 
Balanced Social and Economic Development in Burma, C.S.E.D., New Secretariat, Rangf)on, 
Jan. 30, i960. 


laboratory technicians, and so on. From 1952 to 1956, for example, the num¬ 
ber of Government-employed midwives had increased from 200 to 1,4^7, 
health visitors from 140 to 218 and health assistants from 209 to 297. From 
1956 to 1959, the number of Government-employed nurses increased from 196 
to 513, health visitors from 218 to 320, public health assistants from 297 to 411, 
and vaccinators from 226 to 289. Government health expenditures (current 
and capital) more than tripled over the decade. 

The impact of all these programs was considerable. The incidence of ma¬ 
laria, for example, was greatly reduced. And most notably, the rate of infant 
mortality declined from 221 per 1,000 live births earlier in the decade to 150 
in 1957-58-59. 

The great expansion in public education can best be seen in the enrollment 
figures. From 666,000 enrolled in state-provided primary, middle and high 
schools, enrollments nearly tripled by 1959-^0, increasing to 1,764,000, as 
shown in Table 67. The number of primary schools increased by over 8,000, 
rising to some 11,557 ^ 959 “^® (Table 68). Growth in the number of middle 

and high schools was also significant. A new development was the introduc¬ 
tion of technical and agricultural high schools, of which there were fifty-two 
and thirty-seven respectively at the end of the decade. In the four years from 
^955 to 1959, percentage of eligible children in the primary schools in¬ 
creased from 31 to 51; in the middle schools, from 5 to 9; and in the high 
schools, from i to 3. 
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Table 67 

Enrollment in State Schools, 1952 to 1959-60 


{T/wttsand Pupils) 



Primary 

Middle 

lliKh 


a\>tal 

iQS:! 

468 

n.a. 

n.a. 


n.a. 

1955 

595 

54 

T 7 


666 

195-4 

737 

80 

2? 


840 

1055-56 

1,003 

TO-5 

30 


1,138 

1956-57 

1,282 

144 

55 


1,480 

1 957-5 H 

1,390 

176 

52 


1,618 

1958-59 

1,466 

201 

56 


1,723 

1959-60 

1,544 

173 

•18 


1,76^ 

Sourct's: Economic Surrey of Burma, 1956 

ivsue, Tabic 47, 

and i960 issue, Tabic 59; and 

Four Year Plan, Ministry of National Planning, June 14, 

1957, P- 

K 15-16. 



Tabic 68 




Number oe 

State Sciiooi.s, 

1952 TO 1959-60 






'Pcchnical 

Agricultural 





HiKh 

IJiKh 

Primary 

Middle 

HIkH 

Schools 

.Schools 

1952 ^S35 


180 


— 

— 

1 

■~j\ 

0 

4‘5 


220 

33 

11 

1957-58 10,978 

452 


235 

40 

26 

195^-59 11 >157 

507 


271 

48 

33 

1959-6(» 11.557 

520 


273 

52 

37 


Sources: Economic Surrey of Burma kjOo, Tabic 60, and Four Year Plan, Ministry of National 
Planning, June 14, 1957, P' 15-16. 


The University of Rangoon was greatly expanded and strengthened, and a 
number of intermediate (two-year) colleges were established in major towns. 
Mandalay College was expanded, made autonomous and given university 
status. College enrollments more than doubled, rising from less than 6,000 to 
over 12,000. Teachers’ training courses were hastily organized and conducted 
on an accelerated basis. Technical training beyond the high school level was 
also strengthened, chiefly at the Technical Institute at Insein. Scholarship 
programs were broadened at all levels. Adult education was not neglected, 
even at the university level. And mass education programs reached many 
thousands. As in the case of health, combined current and capital expendi¬ 
tures for education tripled over the decade. 

Housing programs naturally were not able to reach as many people. A 
handful of “model” villages were constructed, township development programs 
were conducted in a few places, some thousands of burned-out squatters 
were benefited by emergency “fire-housing” projects, and some thousands of 
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apartment type units were built and made available, on a subsidized rental 
basis, mostly to Government employees and people with political connections. 
Many more benefited by loan programs which permitted them to replace the 
thatched roofing of their huts with corrugated galvanized sheets. The builch 
ing and modernization of bazaars in many towns was a useful adjunct to the 
housing program. But the greatest single contribution to it was made by the 
Ne Win Ck)vernment, in constructing the three satellite towns of Okkalapa 
North and South and I’hakeia outside Rangoon, and in removing to them 
the scores of thousands of squatter families who had lived for so many years 
in unsightly, unsanitary hut colonies along the roadsides and back alleys of the 
capital city. 

Other welfare programs embraced supporting grants to special institutions 
for the aged, the blind, wayward girls and waifs and strays; environmental 
sanitation (tube wells, latrines, and so on); and a sizable pilot community 
development project at Payagyi, near Pegu. None of these matched in im¬ 
portance the grant-in-aid support scheme for locally sponsored community 
development projects which, like the development program as a whole, was 
called “Pyidawtha” — the welfare land. This program was conducted for 
only four years, beginning in 1952-53. A maximum of K 50,000 ($10,500) was 
provided for each township, to be used for self-selected projects and supple¬ 
mented by local contributions in money, materials or labor. During the short 
life of the program, nearly 27,000 projects were executed at a total cost of 
some K 5.2 crores.** Of this sum, nearly half was contributed locally. The most 
popular projects were schools, roads and bridges, wells, tanks and ponds, irri¬ 
gation and drainage and sanitary projects. Their average cost was a pitifully 
small K 1,900 ($400) each. Even the schools cost, on the average, only K :^,5oo 
to K 4,000 (say, $800) each. They were really only large bamboo and thatch 
huts, earth-floored, without glass, sanitary facilities or running water — places 
where the children could meet their teachers, and not much more. But in the 
circumstances they marked an advance. 

The Pyidawtha program had great potentials. The local political bosses, 
however, dominated the local councils, and reports of graft and chicanery be¬ 
came so rife that in 1955-56 it was decided to abandon the scheme altogether. 
This was unfortunate. It would have been far better to reorganize the local 
councils, eliminating the political members and turning the program over to 
the people themselves on a far larger scale than before. 

SOME GENERAL WELFARE MEASURES 

A few scattered population, employment and income comparisons between 
1953 1957 afforded by the 1957 sample census of 252 towns in Burma. 

4. Economic Survey of Burma, 1957 issue, Table 5, and 1954 issue, Table 39. 
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These shed a few rays of light on the improvement achieved in general wel¬ 
fare: 

(1) Whereas in 195^, 34 per cent of the urban population was under fifteen 
years of age, by 1957 the proportion had increased to 36 per cent. The change 
reflects chiefly the decline in infant mortality previously noted. 

(2) The percentage of children between the ages of eleven and fifteen who 
were members of the labor force declined from 13 to 11. Conversely, the 
percentage of children in this age group not working because they were at¬ 
tending school increased from 59 to 84. 

(3) The percentage of males over the age of eleven who were married in¬ 
creased from 56 to 60. 

(4) The percentage of those gainfully employed engaged in manufacturing 
increased from 19 to 24, while the percentage of those engaged in commerce 
(petty trade, chiefly) declined from 33 to 27. 

(5) The median individual income increased from K 696 to K 938 per year, 
or 34 per cent. 

(6) The average annual earnings of workers in cottage industries for eight 
to nine months’ work increased from K 420 to K 739. 

(7) The percentage of households with annual incomes of K 2,500 and over 
increased from 15 to 18. 

CULTURAL IMPACT 

The development program did not bring about great, easily recognizable 
changes in Burmese society. Superficially, little was changed. But the impact 
of the program went deep to the core of the culture, where it registered with a 
certain degree of shock and initiated at least the beginnings of a change which 
was bound to have a profound effect on the society and its culture ultimately. 

Industrialization, urbanization and technology brought a changing tempo 
and a new emphasis on energy and drive, on skill, on management, on ac¬ 
counting for time and costs, on the necessity and dignity of work, on the need 
for social discipline and responsibility. The society became more sober as it 
became clear, first, that independence alone would not guarantee abundance, 
and next, that socialism alone would not suffice to usher in the era of plenty. 
Burma had for a long time counted on the Indian coolie to do the hard and 
dirty work. Now it became apparent to the Burmans that there would be no 
fruits without work, and that they would have to do the work themselves if 
they wished to enjoy the fruits. These were the chief elements of the develop- 
ment program’s impact, together with an increasing awareness of the need 
to rely, for technology, resources and markets, on the greater world outside. 

If not all Burmans had yet been affected by the beginnings of the change, 
and if not all those who had were reconciled to the wave of the future, neither 
could the clock be turned back, or even stopped. A transformation had begun. 
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CHAPTER 21 


The Problem of Defects 
in the Basic Plan 


In disciissin^r the difficulties cncoiiniered in the implementation of Burma’s 
economic development effort, it is appropriate to consider first those arising 
out of the basic })laii itself. Now, it is only to be expected that experience in 
carrying out a major plan will disclose a number of flaws in it — at least 
from the implementers’ point of view. These flaws may have been due to 
careless work or poor judgment on the part of the jilanners. They may, on the 
other hand, have reflected the best judgments possible at the time, involving 
in some cases closely calculated risks or a choice between almost equally per¬ 
suasive alternatives. The discussion which follows treats all these cases as 
defects in the program if they affected the implementation process or its 
objectives adversely. Whether some of these “defects” (so considered) were 
avoidable will be controversial. 

the rice assumptions 

Outstanding among the defects was the assumption that the export price of 
rice would decline only moderately to no less than £<^o sterling per ton by 
1959-60. Corollary to this was the expectation that rice production would in¬ 
crease progressively and make possible export shipments of no less than 2.7, 
million tons per year by the end of the decade. These twin assumptions, only 
the latter of which it was within Burma’s power to insure, led to the conclu¬ 
sion that Burma could finance the K 750 crorcs of net investment called for by 
the plan entirely with her own resources. The assumptions about the export 
price and sales of rice did not of course hold, as may be seen in Table 69. The 
price of standard grade SMS rice dropped from ;^6o sterling in 1952-53 to 
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;C34 and ^32 successively by 1957-58, rising only slightly 
thereafter. The size of the export surplus did not increase to more than 1.8 
million tons during the program period. 

The initial impact of these price declines, and the attempts made on both 
the investment and resource sides to cope with the situations they created, are 
traced in considerable detail in Part III. It is not, however, correct to conclude 
from this, as some have done, that a more conservative assumption about the 
price of export rice would have resulted in adoption of a more conservative 
program. The best evidence of this is that the consultants recommended an 
investment program of no lesser size in their Preliminary Report when, be¬ 
cause of the less favorable rice price prevailing in 1951, it was anticipated that 
approximately one third of the program’s cost would have to be borrowed 
from abroad. The Pyidawtha Conference in 1952 approved this investment 
program on the basis of that expectation. Key planning officials had been 
made well aware of the possibility that the rice price assumption might not 
hold, as is evident from the following excerpt from a memorandum of March 
28,1953 written by U Hla Maung, the then Secretary for National Planning: 

In considering these [foreign exchange earnings] estimates, however, it must be 
remembered that the price of rice over the years plays a dominating part and 
should there be a sudden drop due to a change in the world production of rice 
these estimates and many of the assumptions made thereon will become vitiated 
and our problems will become extremely acute. From information now available, 
l>oth from international sources such as the FAQ and from the United States 
Agriculture Department (who have made a careful study of the subject), it ap¬ 
pears however that rice prices will be fairly firm during the decade, and it is 
therefore not unrealistic to base our thinking on the assumption that it will not 
fall below ^^55 per ton by 1959-60. Further, the estimates are prepared on the 
assumption that our maximum export of rice will be 2.55 million tons and to the 
extent that we can grow more and find the market for exporting it, any over¬ 
estimate in regard to price that may now be made will be balanced by increased 
quantity. However, as soon as there is any indication that the price will fall below 
this figure and the gap will not be closed by our earnings from other sources 
(minerals, timber, etc.) the estimates will have to be revised and our programme 
and thinking adjusted accordingly. 

The consultants’ final report had also allowed for this possibility. If the 
rice price assumptions did not hold, they pointed out, the financing could be 
made up by a drawdown of excessive foreign exchange reserves, restrictions 
on consumer goods imports and borrowing from abroad. The difficulty with 
the price assumption was not that it led to an investment program larger 
than would otherwise have been the case. It was that it delayed efforts to ob- 
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tain foreign financing. Emergency program cutbacks and delays in im¬ 
plementation, some of them uneconomic and costly, resulted. Unfortunately, 
also, the incorrect assumption had a number of other consequences, the com¬ 
bined impact of which was even more profound. 

The first and perhaps most damaging of these was that, instead of stimu¬ 
lating even greater efforts to increase rice production and export surpluses, 
the price drop had precisely the opposite effect. Fearful of rapidly mounting 
surpluses and declining prices which it was not yet psychologically adjusted 
to accept, the Government discontinued the production subsidies which had 
contributed to an increase in paddy acreage of some 600,000 tons in 1952-53, 
and undertook no further real effort to increase paddy production until i95()- 
57. There can be no doubt that substantial increases in production and exports, 
even at prices lower than actually developed, would have mitigated the diffi¬ 
culties encountered. 

Second, the easy-financing estimates derived from the higher rice price 
assumption during the planning stage led naturally to a lack of concern with 
foreign exchange in other aspects of planning. The foreign exchange com¬ 
ponent of the programed investments was computed only in a general way 
and was more than a little underestimated. Further, no particular attention 
was paid to the varying proportions of this component over the eight-year 
period, even though it might have been quite clear that a substantially higher 
proportion of the foreign exchange would be required in the early years of 
the investment program. I’hc easy-financing psychology contributed also to 
the undertaking of an excessively large annual program in 1954-55. (U Thet 
Tun has arguecF that the faulty rice price assumption was responsible also for 
the planners’ neglect to stress projects with a low import content and those 
which would be labor-intensive rather than capital-intensive in character. 
This argument is not cogent. Since a more conservative assumption about 
rice prices would have resulted in plans for borrowing from abroad at the 
very outset of the program, it would not have been necessary to place undue 
weight on foreign exchange saving. More important, because of the long-run 
outlook for a favcjrable balance of trade beyond the eight-year program pe¬ 
riod, it would not have been economic to overemphasize these foreign ex¬ 
change criteria in relation to others.) 

Third, the easy-financing outlook led to less than needed emphasis on 
greater increases in domestic output, particularly in the agricultural, timber 
and mining sectors, and especially to failure clearly to formulate specific pro¬ 
grams to achieve pre-war export levels in these basic areas. It led also to an 
inclination to use the excess foreign exchange reserves anticipated to finance 
large imports of goods for private use as an offset to inflationary pressures in 


I. “A Review of Economic Planning in Burma,’* U Thet Tun, Central Statistical and Eco¬ 
nomics Department (Ministry of National Planning), Rangoon, Oct. 7, 1959 (mimeo.), pp. 22 
and 35. 
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the domestic economy, and hence to less emphasis on problems of domestic 
finance than was required. 

Fourth, the break in rice prices, when it came, was a serious blow to the 
Government’s confidence — in its plans, in its ability to carry them out, in the 
planning process, in the planners and even in economic development itself. 
There was, of course, some recovery from this shock, as barter deals were 
made, foreign loans were obtained, and the volume of cash sales of rice at 
lower prices increased. But the recovery was never quite complete, and the 
Government henceforth displayed more timidity in making decisions than it 
had previously. 

Fifth, the failure of the rice price assumption required the Government to 
divert a major part of its energy to the so-called foreign exchange crisis over a 
long period of time. It had to reprogram and rephase the basic plan, negotiate 
for foreign loans and assistance, and devote attention to other related activi¬ 
ties, all at the cost of administrative and supervisory efforts sorely needed in 
the implementation of the program. 

Finally, the break in rice prices, and the rapid accumulation of stocks which 
could not be adcc]uatcly protected from spoilage, set the stage for barter deals 
with the Iron (Curtain countries. The import, supply and price problems ag¬ 
gravated by these transactions have already been examined. 

Was the rice price assumption well founded, in view of the conditions and 
foreseeable trends prevailing at the time? Forecasts of international supply- 
demand conditions and prices for any major international commodity are of 
necessity hazardous. In essence, the assumption was based on the expectation 
that the most favorable production increases possible would not suffice to 
support pre-war per capita consumption levels because population levels in 
rice-eating countries were increasing rapidly. The actual course taken by 
international rice prices was so far below the modest decline assumed in the 
plan as to suggest that, despite the views held at the time by ex[)ens of the 
U. S. Department of Agriculture and the Food and Agriculture Organization 
of the United Nations, which confirmed the independent analysis of the eco¬ 
nomic consultants, better judgment would have arrived at a more conserva¬ 
tive assumption. Such a conclusion, however, would not take into account at 
least two important factors which contributed to the break in rice prices in 
T953 thereafter — the highly uncommon succession of three bumper crops 
in India and the large-scale disposals of food grains by the U. S. Government 
under P.L. 480, which began at about that time. Neither of these develop¬ 
ments was predictable. If they had not occurred, the break in rice prices 
would undoubtedly have been far more moderate. 

OTHER FINANCIAL JUDGMENTS 

Another quite serious defect in the plan was the expectation that it would 
be possible to hold the Government’s current budget at the then prevailing 
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level of some K 70 crores throughout the eight-year program period. Clearly, 
this conclusion was not well founded and it is doubtful whether it would 
have been reached if the excessive foreign exchange earnings then confidently 
anticipated had not offered an escape hatch, in the form of counter-inflation¬ 
ary imports, in case of possible error. Even though it was anticipated that 
military budgets w'ould decline with improving security, it was almost in¬ 
evitable that current budgetary rec]uircments for health, education and a 
number of other activities would expand considerably as more schools, hos¬ 
pitals, roads and other facilities were built and additional staff was placed on 
the public payrolls. Even though it might be expected that greater efficiency 
would permit improvement in services without proportionate increases in 
expenditures, there should have been little doubt that the trend of current 
budgetary expenditures would be upward, and that over the eight years of the 
program a sizable increase in such expenditures would take place. Actually, 
current budgetary expenditures exceeded K 90 crores by 1957-58 despite in¬ 
tensive efforts to control their rise, and revised estimates for 1959-60 indicate 
that current expenditures exceeded K too crores in that year." 

The size of the current budget was of course of great importance to the 
domestic financing of the development effort since any excess of revenues over 
expenditures would be available for financing development. The judgment 
that current expenditures could be held at the K 70 crores level while current 
revenues rose had two important negative effects on the program. First, it led 
to a lack of emphasis on the need for revision of the tax structure so as to pro¬ 
duce greater domestic revenues, and this was most difficult to overcome later. 
Second, it led to an even more serious lack of initial emphasis on the need to 
improve the efficiency of Government board and corporation operations so as 
to increase their profits or reduce their losses, as the case might be. Improve¬ 
ment in efficiency, particularly, could have made a tremendous contribution 
to the domestic financing of development. It would have been well had the 
improvement been posited as a prerequisite of the development effort. 

Finally, the plan treated proposed capital expenditures as though they were 
synonymous with fixed capital formation, and therefore underestimated 
them. Capital expenditure requirements were considerably larger than were 
financing requirements for fixed capital formation. In substantial amounts, 
capital expenditures took the form of increases in stocks of and transfer pay¬ 
ments for the acquisition of existing assets, for the servicing of debt and for 
the repayment of foreign loans. Still other capital “expenditures” were re¬ 
quired to create working capital. To this extent, therefore, the capital input- 
income response ratio built into the plan was more optimistic than was 
realized at the time. 

2. Current budgetary expenditures in excess of K 70 crores per year were approximately 30 
per cent of capital outlays for the seven years 1953-54 to 1959-60. 
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THE INwSURRECTION ASSUMPTION 

Another “defect” in the plan was its assumption that to all intents and pur¬ 
poses the civil insurrection would be over by 1954, and that after that time in¬ 
security would no longer constitute a serious obstacle to program implementa¬ 
tion. This of course did not prove to be the case. The retarding effects of the 
insurrection have already been mentioned, and will be examined in greater de¬ 
tail in the chapter which follows. Even with hindsight, however, it cannot be 
said that poor judgment was exercised in adopting this assumption. The im¬ 
portance of security to the successful implementation of the program was 
clearly and repeatedly stressed by the planners and recognized by the Govern¬ 
ment. There can be little doubt that vigorous action by the Government could 
have achieved the results required, and the planners had been given reason to 
expect that the Government would pursue such a program. 

In this connection, the following incident may be of interest. When, early 
in 1952, the consultants presented the essence of their preliminary recom- 
mcndaiions to a high-level Government conference, presided over by Prime 
Minister U Nu, one of the lesser officials questioned the validity of the security 
assumption, the importance of which had been strongly emphasized by Mr. 
Nathan. 

“How can we know,” he asked, “that security will have been effectively 
established by 1954?” 

U Nu rested his chin on his hand and characteristically meditated for a few 
moments before replying. “It is true,” he said, “that we cannot know. But, on 
the other hand, how can we know that it will not be so? We will proceed on 
this basis.” This terminated the discussion. 

THE ASSUMPTION OF ADMINISTRATIVE EFFICIENCY 

Another major assumption — this one unstated — was that the Govern¬ 
ment would implement the development program with a reasonable degree of 
administrative and supervisory efficiency. The planners were naturally aware 
of the great importance of organization and administration, and the plan 
provided for many organizational and administrative steps designed to pro¬ 
mote efficiency. These included provision for the reorganization and strength¬ 
ening of the Ministry of National Planning; for the creation of the Economic 
and Social Board to supervise and coordinate program execution; for the 
development of a progress reporting operation to assist the Economic and 
Social Board in performing these functions; and for the creation of develop¬ 
ment corporations in industry, mining and agriculture which would be free 
from the bureaucratic controls that hampered the operation of the traditional 
Government departments. The consultants repeatedly stressed the need for 
delegation of authority, the importance of experienced and responsible man- 
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agement and the necessity for creating conditions under which responsible 
management could operate eflcctively. Numerous recommendations for im¬ 
proved organization, administration and procedures were also made in the 
several sector programs with respect to the Government departments and 
other agencies concerned. 

It transpired, however, that these recommendations, cautions and exhorta¬ 
tions were not enough. Action in the key operating agencies, even if carried 
through, would not have sufficed. The planners had not adequately appreci¬ 
ated the need for a thorough overhaul of the entire Government administra¬ 
tive apparatus and a similar overhaul of its operating procedures to permit 
effective administration at intermediate and lower levels as well as at the very 
top, with which they had been more concerned. They assumed, incorrectly, 
that recognition by a few top leaders of the need for greater delegation of 
authority and creation of conditions conducive to effective management 
would result in action which would percolate down through the administra¬ 
tive and executive arms. Because of the lack of full awareness of this problem, 
it may be said that the plan placed too much reliance on investment as 
such — almost as though the thrust of investment alone would force per¬ 
formance and insure the desired income response. 

Closely related to this problem was the problem of specialized manpower, 
particularly the shortage of administrative, managerial and technical experi¬ 
ence and skills. This potential bottleneck was indeed recognized, stressed and 
warned against in the plan, and numerous measures were proposed for deal¬ 
ing with it. Some observers — notably the first World Bank Mission to Burma 
in 1953'^ and Frank Trager'* — have criticized the plan for failing to evaluate 
adequately the importance of this factor, and hence for a lack of realism. 
Since the problem of lack of skills will be discussed in a later section, it may 
suffice here to assert that the obvious deficiencies in trained manpower did 
not impose serious limitations at the levels of implementation achieved. The 
limitations imposed by administration, organization and procedures pre¬ 
vented the personnel available from operating as effectively as they could 
have under a better setup. 

THE SECTOR PROGRAMS 

The weaknesses in the sector programs have already been discussed in 
earlier chapters. Notably, there was a lack of discipline and priorities in the 
manufacturing industries program and a similar lack of discipline and poor 
coordination in the electric power program. The program adopted did not 
place sufficiently great emphasis on the primary agricultural, forestry and 

3. Memorandum, “The Economy of Burma,” International Bank for Reconstruction and 
Development, Nov. 4, 1953. 

4. Frank N. Tragcr, Building a Welfare State in Burma 0)48-1^56, Institute of Pacific Rela¬ 
tions, New York, 1958, Chapter 4. 
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mining sectors. Specifically, the land nationalization program was cloudy and 
ineflective; rice milling improvement was left to the private sector under 
conditions which precluded effort; recovery targets for teak production and 
exports were not set; the Kalewa mining project was clearly not economic; 
the steel and pharmaceuticals industry projects lacked adec]uate economic 
justification; the acquisition of Viscount aircraft for international air travel 
was hasty and unwise; the housing program was poorly conceived; the super- 
imposition of the Soviet gift projects on the original eight-year program was 
impromptu and political in character and out of accord with any reasonable 
set of priorities. 

Schumacher has criticized the investment program''^’ for placing too much 
emphasis on transport, communications and electric power, which he calls 
“secondary productive capital,” at the cost of agricultural, forestry, mining 
and manufacturing investment, or “primary productive capital.” Whatever 
might be the merit of this argument under more normal circumstances, it is 
effectively negated by several facts: Burma’s pre-war transport and communi¬ 
cations facilities had been virtually destroyed and the plan provided for little 
more than their rehabilitation. Agricultural recovery did not require heavy 
investment, and the Government had already undertaken more than it 
could handle in the manufacturing field. 

NATIONALIZED INDUSTRY 

Serious though they were, the major weaknesses in the plan were not 
specific project weaknesses. Far more important, for example, than the weak 
economic justification for the steel mill or the uneconomic size and scale of 
the pharmaceuticals plant was the basic Government policy that significant 
industrial development should be in the public sector — a policy which con¬ 
stituted a parameter for the planners. It was in the state manufacturing sector 
that implementation, both construction and subsequent operation, was weak¬ 
est. The difficulties were fourfold in character — first, administrative, organ¬ 
izational and procedural handicaps to efficient construction and operation; 
second, managerial deficiencies; third, lack, at the policy-making level, of the 
understanding and flexibility necessary to the timely formulation of ap¬ 
propriate price, wage, managerial and other policies; and fourth, unnecessary 
and insupportable demands on the talent and leadership available. Thus, 
while the decision to place industrial development in the public sector was not 
a decision of the planners, it built into the plan an important element of 
weakness, so far as implementation was concerned. This weakness was ag¬ 
gravated by a nationalization policy in other areas, notably in rice and teak 
export marketing, where it failed to mobilize potential resources effectively. 

5- E. F. Schumacher, “Some Notes on Burma’s Economic Development,” a memorandum 
submitted to the Economic and Social Board, Feb. i8, 1955. 
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CONCLUSION 

These considerations lead naturally to the question: Was Burma’s develop¬ 
ment plan too optimistic? Certainly it was optimistic as to rice export earn¬ 
ings and financing, as to the prospects for achieving an early state of civil 
order, as to the ability of the Government’s administrative apparatus to cope 
with the heavy additional tasks imposed upon it, as to the availability of 
executive and managerial talent, and as to the determination of Government 
to do what was necessary to carry it out effectively. Whether it is to be ad¬ 
judged overoptimistic, and unreasonably so, must depend in part at least on 
the view taken of alternative strategies of development. 

Clearly, ambitious targets can be conducive to maximization of effort. If 
this is accepted, the question then becomes: Were the targets set so far ahead 
of any possible achievement as to condemn the plan in advance to substantial 
failure? To this question, three responses are suggested. First, as compared 
with the pre-war accomplishment, the targets were exceedingly modest, and 
it is doubtful whether more conservative goals would have inspired the 
Government to effort at all. Second, in a very real sense, no underdeveloped 
country can be “ready” for a major development effort. It cannot wait to 
“prepare” itself. The “readiness” or ability to cope with development prob¬ 
lems must be developed in the course of the development effort itself. Third, 
experience demonstrated that the plan as formulated was within the power 
of the Government to achieve in reasonable degree. This is evidenced not 
only by what was accomplished through 1957-58 but even more strikingly by 
the results achieved under the Ne Win Government when more effective 
administration was brought about by clear delegation of authority and deter¬ 
mined action on the security front, with notable results. The planning con¬ 
sultants did not err in advising the Government that the recommended pro¬ 
gram could be accomplished, if it made the necessary effort. (This does not 
mean, of course, that the advisors were fully confident the Government 
would do so.) 

It must be recognized, however, that a different strategy of development — 
one that placed considerably more reliance on the private sector — could have 
been much more successful. For example, if the Government had concen¬ 
trated its own activities on the rehabilitation of transport and communica¬ 
tions, on the development (in more reasonable measure) of electric power, on 
land reclamation and irrigation, on schools, hospitals and other essential social 
services, and encouraged private sector investment in rice milling, timber, 
mining, manufacturing and trade, the results achieved might have been far 
greater. A narrower delineation of the spheres of public investment would 
have made it possible to plan for lesser Government income and would have 
permitted a substantial increase in the price paid to the cultivator for his 
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paddy. Higher paddy prices would have provided increased impetus to re¬ 
covery in rice production and exports and augmented private incomes 
throughout the economy, increasing the potentials for private saving and in¬ 
vestment. T'he policy recommendations of the consultants, if followed, would 
have steered the Government in the direction of this strategy. But the Gov¬ 
ernment was firmly wedded to its own. It listened politely to other ideas, 
but it did not really hear them. 

The final comment which needs to be made here deals not with a weak¬ 
ness in the |)lan itself but rather with the way in which the plan was presented 
to the policy-makers — the tactics of presentation. Incorporated as it was in a 
number of bulky documents, not the least of which was the two-volume 
report of the American consultants, the presentation did not sufficiently im¬ 
press the leaders with the key needs: civil order; administrative and pro¬ 
cedural overhaul; improved management in the public enterprises; specific 
programs and action to insure the recovery of primary production and ex¬ 
ports; policies which would stimulate private investment, especially in the 
improvement of rice milling facilities; and, above all, real determination on 
the part of the leaders and their full-time attention to what of necessity would 
be a tremendously difficult task. A serious weakness was that the top leader¬ 
ship did not realize how severe would be the demands that implementation 
of the plan would make upon the leadership itself. 

Under the circumstances, development might have been much more effec¬ 
tive had the planners presented two alternative plans to the policy-makers — 
the first, modest and limited in scope, feasible on the basis of the then pre¬ 
vailing conditions and psychology; the second, a plan of the magnitude 
actually presented, which could be achieved only if a number of basic pre¬ 
liminary conditions were met. Such a choice would have offered the prospect 
of substantial development, but would have brought more clearly into focus 
the “price” involved in its achievement. 



CHAPTER 22 


The Problem of Internal Security 


It would be difficult to overestimate the extent to which insurrection and civil 
disorder retarded Burma’s economic development. Never numbering more 
than perhaps 30,000 and substantially reduced in numbers after 1951, operating 
spasmodically and for the most part in small bands that did their marauding 
in the hinterlands or at night, the insurgents and the numerous dacoits 
masquerading under political banners retarded production, inflicted great 
physical damage, deterred investment, forced the Government to divert a 
large portion of its resources to defense and police activities, stimulated graft 
and corruption, provided excuses for inefficiency and contributed generally to 
instability and indiscipline in the Burmese society and economy. 

The negative effect of insurrection on production was most clearly visible 
in the extractive industries —agriculture, mining and timber. Its direct effects 
on these were augmented by its effect on transportation and communications. 
Trains and inland water transport did not run at night. Passenger and truck 
traffic between cities was limited, especially after dark, by security considera¬ 
tions. Telephone lines were destroyed. Even town water supplies were fre¬ 
quently interrupted, and the oil pipeline from Chauk to Rangoon was ren¬ 
dered completely inoperative. Thus, even in the towns, production and 
commerce were adversely affected. 

Cultivators hesitated to venture into outlying fields or to camp during the 
busy season in the fields they did cultivate. Fields were plowed only once or 
twice instead of a half-dozen times as was customary. Seed was broadcast 
directly, and the traditional transplanting forgone. These and similar effects 
reduced both acreages and yields. Incentives to produce were further dimin¬ 
ished by the levies imposed by insurgent bands, who would frequently tax 
the villagers’ produce and transport their crops or burn them in the fields 
and burn their houses as well — if they did not meet demands. In the forests 
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insurgents interfered with Government girdling, felling and extraction 
operations, imposed taxes on private operators, stole elephants and logs in 
transit, and interfered with up-country sawmilling operations. Until 1956 or 
1957 the valuable Mawchi Mines were completely under insurgent control. 
Mining in the Tenasserim district was badly depressed by insurgent opera¬ 
tions and related developments. 

The capital facilities most subject to damage by insurgents were — in addi¬ 
tion to water and oil pipelines and telephone lines — bridges and railway 
rolling stock, which were almost impossible to protect from dynamiting 
operations, and the economic losses resulting from the damage were aug¬ 
mented by uneconomic investments forced upon the Government because of 
the insurgency. Since trains and river boats could not run after dark, loco¬ 
motives, freight cars and river craft had to be procured in numbers consider¬ 
ably in excess of what would have been required if 24-hour operation had 
been possible. Another example of uneconomic investment was the procure¬ 
ment of barges for water transport of crude petroleum in place of the pipe¬ 
line, which could not be protected. Much extractive and transportation activ¬ 
ity was conducted at excessive current cost because of the need to provide 
armed guards. The unsettled political outlook led many individuals to con¬ 
centrate on the accumulation of gold and jewelry, rather than invest in prop¬ 
erty which could not be concealed. 

The impact of the insurgency on social and political behavior was serious 
also. It fostered, even among the law-abiding, a pervading feeling of instability 
and lurking danger and a lack of moral tone. Workers were reluctant to 
accept discipline on the job or to put forth their best efforts. Students repu¬ 
diated discipline, and were inclined to demonstrate and even to strike against 
examinations and standards which could not be met without ability or effort. 
Business men sought quick, easy rewards through political manipulation, and 
were unwilling to build soundly toward an uncertain future. Most civil 
servants regarded transfer to the districts as something to be avoided at all 
costs, and were thus even more than usually disposed to seek the favor of 
their superiors, even when this course was inimical to the job to be done. The 
Government itself, faced by open insurrection, hesitated to require full dis¬ 
cipline and compliance with the law and the national interest for fear of 
alienating special interest groups. Thus, the threat of latent force within the 
pale of organized society aggravated the more direct effects of the insurgents 
outside. 

Unsettled conditions, the plethora of controls and regulations designed to 
deal with them, the opportunities which beckoned by way of special favor or 
protection and the low morale both outside and inside the Government serv¬ 
ice comprised a set of circumstances in which graft and corruption could and 
did increasingly flourish. Equally important, perhaps, was the excuse which 
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the civil disorder furnished for poor performance — even to the Govern¬ 
ment itself. Rare was the district official, high or low, who could not cite the 
difficulties imposed by the insurrection to cover u}) his own shiftlessness, in¬ 
competence or sheer neglect of duty. Lastly, as civil disorder continued over 
the years people tended to accept it as a norm. Thus it contributed to a pub¬ 
lic psychology which increasingly accepted as inevitable the continuation of 
things as they were. This attitude sapped confidence in, and the desire for, 
social and economic progress. 

Under the circumstances, it may be wondered why the Government per¬ 
mitted the insurrection to continue for so long—why it did not exert ex¬ 
traordinary efforts to suppress civil disorder. It must be recognized, of course, 
that some of the problems involved were exceedingly difficult. Once the larger 
bands of insurgents had been broken up into relatively small groups, these 
were able to conceal themselves in the jungle and in the hills, fading away by 
day and appearing only at night. Villagers feared to report known insurgents 
to the authorities because of the dreadful reprisals to which they might be 
subjected. Many of the auxiliaries armed to assist the law enforcement bodies 
were themselves notoriously unreliable. Some were former insurgents and 
“bad hats,” and were not above abusing their new-found legal cover to prey 
on the countryside. Others utilized the opportunity afforded them by the 
issue of scarce and highly prized arms to slip away and join up with insurgent 
bands; adventure, violence and loot beckoned attractively. Difficulties of ter¬ 
rain and communication hampered the army and the police. Their tactics 
were not well adjusted to the situation, their equipment was unsuitable and 
it may even be that they were somewhat lacking in determination. The 
existence of powerful above-ground sympathizers afforded aid and comfort to 
the insurgents in material as well as moral terms. The long-established tra¬ 
ditions of violence and lack of discipline in Burmese society, and the admira¬ 
tion which many simple folk felt for the insurgents’ daring exploits, also 
contributed to the difficulty. The very administrative setup in the districts of 
government itself made the task more difficult. In each district the deputy 
commissioner and the police and army heads were co-equal in authority and 
respcxisibility. These three power elements were responsible for coordinating 
their anti-insurgent activities, and the coordination was of necessity cumber¬ 
some and hampered by the personal interests of the people involved and 
sometimes by their economic interests. Not until the advent of the Ne Win 
Government late in 1958 was clear responsibility in any district delegated to 
one person, in this case the army commander. 

Finally, the problem of internal security was made more difficult by the 
presence of People’s China on Burma’s northern borders. K.M.T. troop 
operations within or near Chinese territory might at any time provide China 
with a pretext for invasion. The situation was all the more delicate because 
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the border was not clearly defined and China did not accept the so-called 
McMahon line inherited from the British time. Chinese maps, indeed, showed 
as Chinese sizable areas which the Burmese considered their own. And over 
the years, considerable numbers of Chinese had filtered across the borders into 
Burma, most of them no doubt to escape from hunger and terror, but some 
of them probably to serve their country’s designs for expansion or control. The 
deployment of Burma’s military forces had to take these conditions into ac¬ 
count, and the forces could not at any time be concentrated. 

These difficulties could have been overcome if the Government had been 
determined to do whatever was necessary to bring an end to the insurrection. 
What was chiefly necessary was toughness and determination. It was neces¬ 
sary to be tough with the above-ground sympathizers who encouraged the 
insurgents and provided logistic and other support for them. It was neces¬ 
sary to be tough with the insurgents themselves, both in action against them 
in the field and in punishment when they surrendered or were caught. It was 
necessary also to be firm with the villagers who could inform on them but 
hesitated to do so for fear of reprisal. 

The Government, however, was reluctant to be tough. Perhaps four factors 
were chiefly responsible for this reluctance. The Government leaders, and 
especially Prime Minister U Nu, were devoted Buddhists who abhorred the 
taking of life even to protect society from the depredations of outlaws. Some 
of the insurgent leaders were old comrades, companions-in-arms and even 
relatives of the A.F.P.F.L. leaders themselves. They had fought alongside the 
Government leaders against the Japanese and against the British in the fight 
for independence; and still others, while neither friends nor comrades-in- 
arms, had been of assistance in these fights. The memory of indebtedness or 
association was still fresh. Furthermore, the Government hoped for a peaceful 
resolution of the insurrection if it continued to hold out the olive branch and 
to promise generous treatment of insurrectionists who surrendered their 
arms. Finally, many officials in the districts had developed a vested interest in 
continuation of the state of disorder. In the Tavoy district, for example, mine 
operators would get protection for visits to their mines more readily if they 
greased the palm of an appropriate officer. They would more readily be as¬ 
sisted in obtaining protection for ore convoys, or against poachers working 
their claims, or against bandits who sought to extract tribute from them, 
under the same conditions. Undoubtedly, this sort of thing was widespread. 
It is impossible to know how far up the official ladder such gains were dis¬ 
tributed, or the extent to which the situation sapped determination in Ran¬ 
goon. Since only determination and toughness could have succeeded, and 
since the Government lacked both, the insurrection continued. 

The best evidence that determination and toughness could have achieved 
results is in the notable accomplishments of the Ne Win Government when 
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it took office late in 1958. Announcing at the outset its lack of sympathy and 
patience with the insurrection, and its intention to make the punishment fit 
the crime, the Nc Win Government went after the insurgents with unrelent¬ 
ing determination. Within the space of a few months, many insurgents were 
killed, wounded and captured, many others surrendered, and a great deal of 
arms and ammunition was seized. Trains and boats began to operate at night. 
Security conditions were vastly improved, even within the towns. Morale 
and behavior within the law-abiding society similarly improved. Indeed, so 
great was the accomplishment, in contrast with the previous state of affairs, 
that one is inclined to wonder why the army itself had not done the job be¬ 
fore. 

It may be that in addition to the factors which have already been men¬ 
tioned there existed beneath the surface a cross-current of conflicting interest 
between the Government and the military. At least some of the political 
leaders may have hesitated to build up the power and prestige of the army 
for fear of the political influence it might come to wield. They may also have 
been reluctant to divert to the army the resources necessary to cc]uip it to 
cope effectively with the insurrection. And, looking further ahead, they may 
have feared that some disorder might attend the future demobilization of a 
military force so augmented. So far as the military were concerned, some of 
them may have been quite content with the status the army enjoyed when the 
Government was under such attack. Army budget requests were seldom ques¬ 
tioned. Its establishment was being progressively developed, not so much in 
arms and equipment for fighting insurgents as in improved officer housing 
and facilities, in hospital facilities, in conditions of service and in various other 
perquisites. It may well be that at least some elements in the military estab¬ 
lishment were more interested in these benefits than in a pacification of the 
countryside, which might endanger the liberal treatment accorded them. 

The problem of security went beyond the omnipresent threat of the in¬ 
surgents to life and property. In particular, civil servants, business men and 
firms were insecure on other counts as well. Civil servants feared the politi¬ 
cians who sought favorable decisions from them in administrative matters; 
they feared transfer to less desirable posts or lack of promotion if they failed 
to please their political superiors; and they feared especially action by the 
Bureau of Special Investigation (B.S.I.), should any of their decisions on the 
job, no matter how well intended, prove faulty. Under the law, results rather 
than intentions were taken as criteria of wrong conduct; and a civil servant 
could be jailed and held without bail pending a trial which might not take 
place for years, without the right to habeas corpus. This happened to enough 
civil servants notably U Ba Sein, Director-General of the Electricity Supply 
Board— to terrorize all civil servants at decision-making levels. Even minis¬ 
ters of Government felt the threat, as indeed Prime Minister U Nu intended 
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they should in his determination to root out graft and corruption. Un¬ 
doubtedly the fears held in check the amount of corruption at higher levels 
of Government. But the situation also aggravated the already existing tend¬ 
ency of officials to seek approval or clearance in writing before taking even 
obvious action they were perfectly competent to take. This resulted in an ever- 
increasing sluggishness in the public administration — not only in the tradi¬ 
tional Government departments, but also in the commercial-type boards and 
corporations, where crisp decision-making was essential to even a modicum of 
operating efliciency. Ironically, the officer who feared to make the decisions 
necessary to get his job done could be assured that he would not be criticized 
or punished for his hesitancy. Since action was dangerous, and inaction was 
safe, only a handful of venturesome and dedicated individuals, to whom 
performance was more imf)ortant than safety, look the risks of action. And 
there were a few others, sufficiently confident of protection from their power¬ 
ful ministers, who took what they considered lesser risks. U Ba Sein was one 
of these, but when the time came his minister could not protect him. 

Business men and firms also had reason to fear the B.S.I., particularly if 
they were Indians, Pakistanis or Chinese and if they were engaged in import 
or export trade. Many of these, uncertain about their future in Burma, ac¬ 
tually falsified invoices, by arrangement with foreign suppliers or customers, 
to minimize their tax liabilities or to transfer assets in violation of strict 
foreign exchange regulations. ITis made all of them suspect, and they were 
frequently harried by the B.S.I., as well as by Customs, Finance and Foreign 
Exchange officials. Even English firms lived in uncertainty; they did not know 
whether the nationalization axe would fall, whether necessary permits would 
be renewed or issued, or when profit remittances might be approved. And in¬ 
digenous business men were subject to similar uncertainties, as in the case of 
the rice-millers, who never knew when their mills might be expropriated. 
Finally, law enforcement by the courts, particularly at lower levels, was 
political and capricious, which meant that the law itself contributed to in¬ 
security rather than to stability in the social and economic order. 
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Problems of Cultural Adaptation 


Burma’s economic development program was aimed essentially at utilizing 
Western technology to increase output and to enhance living standards and 
welfare. A reasonably effective implementation of this program required not 
only the utilization of Western techniques but also some accommodation of 
Burmese culture to Western values and practices. The Burmese leaders had al¬ 
ready, as we have seen, borrowed heavily from the West. Both democratic 
thought and the ideas of Marxist socialism were embodied in their desire for in¬ 
dependence, in their attitudes toward colonialism, imperialism and capitalism, 
in their desire for economic development and welfare and in their industriali¬ 
zation and nationalization policies. These ideas had been communicated 
through the A.F.P.F.L. leadership to the younger officers in the civil service 
and the army and to the leadership of the trade unions and the peasants’ or¬ 
ganizations. They were of course solidly entrenched in the left-wing political 
parties. Among the citizenry they were reflected chiefly in the cultivators’ 
desire for freedom from foreign landlordism and usury. But the aspirations 
and attitudes implicit in these ideas had not come into substantial or direct 
conflict with the attitudes, values, beliefs and mores deeply rooted in the tra¬ 
ditional Burmese culture. 

The implementation of economic development, on the other hand, did 
impinge on Burmese culture in many significant ways, and the accommoda¬ 
tion could not be a ready one. Long-established cultural traits do not quickly 
yield when confronted with challenge. Where implementation of the develop¬ 
ment effort encountered obstacles of this sort, it was the implementation, not 
the culture, which yielded to the pressure, though the culture received a shock 
which probably prepared the way for some accommodation later on. 

It is not intended to appraise broadly all the elements in Burmese culture 
which exerted a retarding influence on economic development and change. 
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The attempt will be, rather, to consider briefly the effect of a few selected 
aspects on economic development or functions necessary to it. 

CONSUMPTION, SAVINGS AND INVESTMENT 

Apart from attitudes toward resident aliens — the \alah, or foreigner — 
and sometimes toward indigenous minority groups, there is virtually no 
caste or class in Burmese society. It is status that is important, and status 
seems always to have derived mostly from position in or association with 
government. The important structure is the power structure, which resides 
in the government and in its auxiliary institutions. Since the political leaders 
are committed to both socialism and Buddhism, they strive to be visibly of the 
people and humble in demeanor. Their dress is simple, their way of life is 
unostentatious and their personal habits are, vvdth few exceptions, abstemious. 
The leaders thus set an example of modest living. 

Basic wants in Burmese society are few and can be satisfied with relatively 
little effort. The occasional Indian or Chinese trader builds a fine house, or 
buys a Chevrolet car. Burmese ministers are provided with rather good 
housing. They, and a handful of lop officials of the Railways, Port, Union 
Bank and a few other agencies of the Government, are almost the only Bur- 
mans who enjoy such a privilege. Ministers are also provided with official 
cars.^ But in dress, food habits, housing and in most other ways, there is 
practically no conspicuous consumption among Burmans. The dress of the 
clerk out visiting with his wife on a holiday is not readily distinguishable 
from that of the well-to-do merchant or the senior government official. Even 
where incomes are markedly disparate, the house of the well-to-do merchant 
will not be very different in size or furnishing from the sparsely furnished 
home of the man with only half or one quarter of his income. The fewness of 
the basic wants and the ease with which they can be satisfied, the absence of 
caste or class and Socialist and Buddhist moderation all contribute to the 
absence of ostentatious consumption and thus serve as checks on personal ac¬ 
cumulation and investment. And they are reinforced by other aspects of the 
culture. 

The Buddhist religion places great value on giving and deprecates accumu¬ 
lation. Rich and poor alike give daily alms to the monks. No title in the 
Burmese society is so revered as that of “Pagoda Builder,” which accrues to 
those who finance the building of a pagoda. Even the poor may aspire in a 
humble way to this honor, although the pagoda they build may be only three 
feet high. Throughout Burma one finds rest houses for the traveler and road¬ 
side stands containing offerings of two earthen bowls, one of rice and one of 
water, where the passer-by may refresh himself. Indeed, the common greet- 

1. Some of their wives, to be sure, will on occasion wear costly jewelry. This is generally 
credited to family inheritance, or sometimes to the woman’s independent business activity. 
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ing in Burma is not “How are you?” but literally “Have you eaten rice to¬ 
day?” The religion teaches that giving is blessed. There is no place in Bur¬ 
mese culture, and no expression in the Burmese language, for “Thank you.” 
It is not the donor who confers a benefit. It is, rather, the recipient, since he 
enables the donor to acquire merit. Ideally, the devout Buddhist divests him¬ 
self of material things to acquire merit and live a more spiritual life. Thus, 
giving rather than accumulation is built into the Burmese culture, and is 
characteristic even among families of the lowest income.^ There can be little 
doubt that giving and the building and maintenance of pagodas (especially 
the periodic replenishment of gold leaf on their domes) channel off a sub¬ 
stantial portion of the resources which would otherwise go into consumption, 
savings and investment. 

The Burman is typically improvident, by Western standards. He displays 
little concern for his future security, but spends freely to enjoy life to the full¬ 
est possible degree. Food, finery, gambling, entertainment (especially the 
cinema and pwes), ceremonies (the shin pyu at which a boy or man is initiated 
into monkhood, the ear-boring ceremony which marks a girl’s coming of age, 
marriages and the like), and good-will feasts for friends and neighbors — 
these commonly are the avenues for spending whatever he may have after 
paying for the necessities of life and giving alms. They may indeed use up 
whatever he is able to borrow as well. For the Burman is far more likely to be 
substantially in debt — and not for durable goods the use of which he would 
continue to enjoy — than he is to have even small savings. Such improvidence 
is not strange in a land where life has always been short, where basic needs 
can be met rather easily, and where no relative, no matter how distant the 
relationship, will refuse temporary or even permanent hospitality to the un¬ 
invited guest. 

Such savings as may accrue will generally be spent for gold and jewelry. 
Rare is the man, no matter how low his income, who will not manage to buy 
some piece of gold jewelry for his wife — a ring, a bracelet, earrings, a gold 
comb for her hair, or even five small sapphires or rubies to serve as buttons 
for her blouse (aingyi). As for himself, when he dresses up in a collarless 
neckband shirt (a fashion acquired from the British), he is poor indeed 
if he lacks a set of linked gold studs to use in place of buttons. And even 
poorer is the man who does not buy gold earrings, however small, for his 
daughter when her ears are bored. The incentives here go beyond the desire 
of the male to please his womenfolk or to enjoy personal finery. The Burman 

2. A household expenditure survey conducted in Rangoon in the first half of 1958 among 
households with an average monthly income of K 338 kyats disclosed that these families spent 
more for gifts and ceremonials — mostly gifts — than they did for recreation, personal care or 
house furnishings. The percentage of household income thus devoted was only 1.2 per cent, to 
be sure, but these were families who had practically nothing left after meeting their basic wants 
for food, clothing and shelter. It is highly probable that villagers give relatively far more in 
support of their monks and pagodas than do city folk in Rangoon. 
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frequently borrows, and he can borrow at substantially lower rates of interest 
when he can put up gold or jewelry as collateral for his loan. Further, he 
realizes that money as such will not be safe with him, but will otherwise be 
spent with nothing left to show for it. If he pledges his studs or his wife’s 
earrings, however, he will make every effort to redeem them. And, of course, 
these stores of wealth are more readily concealed from thieves and tax col¬ 
lectors than are most others. 

Because life typically is short, because of the long tradition of robbery, 
violence and uncertainty and because improvidence results in a great need 
for personal loans at high rates of interest, the Btirman with mojicy to invest 
tends to look to the loan market for quick and sizable returns. In the colo¬ 
nial period, loans to agriculturalists provided, through foreclosure, an easy 
road to land acquisition, landlordism and high rents. After independence, 
laws against foreclosure and land alienation closed off this ready avenue to 
wealth. Ihit agricultural loans at high rates of interest, and personal loans at 
5 per cent per month against collateral worth double the loan, continue to be 
a highly attractive way to employ savings. So does the import trade where, 
under the Burmanization policy, import licenses could be obtained, espe¬ 
cially if one had the right contacts in government, and quickly sold for a 
sizable profit. Export trade, domestic merchandising and government con¬ 
struction or road-building contracts rank after these in relative appeal. All 
these investments arc considered more advantageous, by virtue of their rela¬ 
tively limited capital requirements, limited risk’^ and early and sizable re¬ 
turns, than are investments in manufacturing enterprise. In any event, few 
Burrnans could afford to set up anything but the smallest of production units 
with their own capital. And the corporate form of enterprise, although 
operative in the case of the large foreign firms, is still alien and suspect.** 

WORK, PRODUCTIVITY AND PROFIT 

Under British rule, as under the Burmese kings, education beyond the 
primary level was valued chiefly as an avenue to employment in Govern¬ 
ment service. This continued to be the case in independent Burma. Next in 
terms of attraction for the educated youth came the professions, with law 
and medicine perhaps the most appealing, although more recently engineer¬ 
ing, the sciences and public administration have become increasingly popular. 
Government contracting and trade offered inducements to the more practical- 
minded. But the great majority of the male youth who enjoyed education 
through the middle school and beyond aspired to enter Government service. 


3* There are, to be sure, considerable risks in the case of agricultural loans, but these are 
amply covered by the high interest rates. 

4. The first real experience the Burmese had with the corporate form of enterprise was with 
the trading corporations set up in joint venture with the Government in 1956. 
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This was primarily because of the prestige, status and security conferred by 
such employment, but also because Government service at higher levels was 
well rewarded, because it was widely considered to be something of a sine¬ 
cure and a reward to the educated, and perhaps because it offered oppor¬ 
tunities to those of easy conscience to supplement their incomes. This choice 
reflected also the paucity of advantageous alternatives. Since the Government 
required more educated and trained people than were available, the channels 
of employment were always open. 

This broad appraisal has taken no account of monkhood as a career. As far 
back as 1931 the census tallied more than 100,000 Buddhist clergy. The sample 
censuses of the 1950s are not informative on this point. In any event, a 
tabulation of those wearing the robe at any given time would have to dis¬ 
tinguish between those engaged only in a temporary novitiate and those for 
whom monkhood is a career. Even this distinction would be somewhat cloudy 
because monks take the vows for specified and sometimes limited periods of 
time and are thereafter free to withdraw. What is more significantly unclear 
is the potential of those who have entered the clergy for achievement in other 
fields. There can be little doubt that the monkhood as a way of life makes 
greater appeal to the pious, the selfless, the gentle and the philosophic souls. 
Whether it also draws off from other careers men with considerable potential 
for leadership, innovation and management is not known. To the extent that 
it does, religion may be said to exert a significant influence on manpower as 
well as on material resources. 

It has already been pointed out that climate, the relative simplicity of wants, 
the beneficence of nature and the seasonal nature of the agriculture in which 
most Burmese are engaged have permeated the culture and have resulted in 
a disinclination to work hard over sustained periods of time. Farm work, 
though intensive and taxing during certain periods of the year, is relieved for 
weeks on end between peak seasons. But even on the farms the most exacting 
physical tasks were historically performed in the Delta by immigrant seasonal 
Indian labor. In the towns, the dirty and menial work was also performed by 
Indians, and in Burmese eyes such work lost status. The Burman dislikes 
work which soils the hands, even if it requires skill. Thus, a Burman would 
rather be a chauffeur than earn much higher pay as an automobile mechanic, 
because the latter occupation involves “dirty” work. And even a young engi¬ 
neer is disinclined to put on rough clothes and do field work. He much pre¬ 
fers “clean” work in the office. The low regard for physical labor is evident 
when a government official arrives at his office and his peon or messenger is 
waiting at the door to carry upstairs the files he has taken home to study. To 
carry the papers himself is not considered compatible with his status. Simi¬ 
larly, such an official would ring his desk bell and call his peon to move his 
desk or chair, rather than perform this “menial” task himself. 
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Both the disinclination to work hard and concepts of work status are evi¬ 
dent in domestic employment. If a given household employs a bearer (butler), 
a sweeper and a cook, none of them working more than a few hours a day, 
it would be diflicult to persuade one servant to take on two of these functions, 
even at a wage substantially higher than he is paid for his own job; he pre¬ 
fers to work less hard at lower pay. Work responsibilities are clearly divided, 
and a diflerciit status attaches to each. The bearer will consider himself above 
picking up a broken dish and its contents, even if the sweeper is not there. 

Even in the towns, work is not commonly sustained. There is considerable 
job turnover, and sometimes a considerable interval between jobs. Office 
hours are not long, and the work routine is broken by a plethora of holidays. 
What with weekends, earned leave, casual leave, sick leave and many ad hoc 
holidays added to the established ones, it is doubtful whether working days 
exceed 150 in the year. And work itself usually proceeds at a leisurely pace. 
This applies to common labor as well as to office and shop occupations. In 
Government service, office hours are 9:30 to 4:00, but the effective working 
day is considerably shorter because of lateness in arrival and early departure. 
And much of the working day is devoted to lounging, gossip, newspaper 
reading and tea. 

Finally, there prevails in Burmese culture a relationship between employer 
and employee in which the employer is regarded as a protector of the em¬ 
ployee, with implied responsibility for his continuing security and welfare. 
The employee feels an attachment, or even devotion, to his employer in return 
for this paternalism. Faults on the part of the employee are expected to bring 
scoldings such as a father might give his child, rather than termination of 
employment. 

In this cultural setting, in which the educated look to a paternal govern¬ 
ment for employment and other workers look to private employers in much 
the same way, there is little spur to initiative or innovation. Time is of little 
consequence. Since overhead costs are slight and labor is cheap, cost-saving 
devices are not sought. Even obvious ways of improving productivity are 
ignored. For example, workers in a construction labor gang may be seen 
carrying six, eight or ten bricks on their heads in an endless chain from the 
roadside to the construction site as though the wheelbarrow had never been 
invented. 

Because the Indians and, to a lesser extent, the Chinese find it difficult to 
win acceptance and status in Burmese society, their motivation to achieve¬ 
ment in the economic world is far stronger than that of the Burmese, and 
has spurred them to innovation and enterprise as well as to hard work. These 
resident alien groups have made contributions to Burma’s economic develop¬ 
ment out of all proportion to their numbers, and they possess the potential 
for even greater contributions. This potential they have not been permitted 
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to realize. Indians, particularly, have been discriminated against, even har¬ 
assed, at every turn, whether in citizenship, in government employment, in 
the application of regulations, in the issue of licenses, in the extension of 
loans, in permission to make remittances abroad and in the repatriation of 
capital assets. Despite these limitations, which reflect fear, suspicion, dislike 
and insecurity on the part of the Burmese, the Indian contribution has been 
a substantial one. It seems quite clear that the pace of development in Burma 
will quicken to its fullest only when this resident alien minority is admitted 
into first-class economic citizenship. 

The Buddhist repugnance to the taking of life has a number of important 
effects on production and productivity, and these go far beyond its influence 
on Government policy toward the insurrection. The most obvious effect is 
the ban on cattle slaughter in Burma Proper (an exception is made for the 
Shan and other Hill States). This ban, imposed after World War II, was ap¬ 
plied to cattle only. It was not applied, for example, to sheep or goats. At the 
time there was indeed a need to replenish as quickly as possible the badly 
depleted supply of draft animals, but the ban also reflected the ancient Indian 
origins of Buddhism and the associated Hindu taboo on cattle slaughter. De¬ 
spite shortages of meat which forced up the prices of mutton, poultry and fish, 
and despite the loss of export proceeds from hides — proceeds that had been 
quite sizable before the war — U Nu’s government persisted in maintaining 
the ban on cattle slaughter even after the supply of draft animals had been 
replenished (despite the obvious argument that slaughter, by increasing the 
market for cattle products, would tend to result in larger and improved 
herds). And the first act of U Nu\s government when he resumed ofSce early 
in i960 was to reinstate the ban, which General Ne Win’s government had 
terminated to help bring down food prices. 

Repugnance to the taking of life extends also to flies, mosquitoes and other 
insects, rodents, pariah dogs and even snakes and scorpions. In a land in 
which so many people have suffered from malaria it is truly remarkable that 
the Burmese persist in their personal tolerance of mosquitoes. They have 
permitted United Nations anti-malaria teams to conduct effective spray cam¬ 
paigns against them, but a Burman usually will brush away a mosquito or 
fly which is annoying him rather than slap at it. He will pick up a huge 
cockroach and release it unharmed outside the door rather than kill it. Poi¬ 
sonous snakes and scorpions will be permitted to go their way, even when 
they could be dispatched. Pariah dogs are allowed to roam the streets of the 
towns even when they arc injured or diseased, and even though, in semi-wild 
packs, they howl through the night and offer the ever-present threat of rabies. 
(They do, of course, serve as scavengers to supplement inadeejuate garbage 
removal and help to keep down the rat plague. But it is not for this reason 
that the Burmese tolerate them.) 
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The Socialist view of profits as the evil result of exploitation and the feeling 
that time is of little consequence and hence not costly — an attitude rein¬ 
forced by the relative unimportance of overhead costs in the Burmese econ¬ 
omy— contribute greatly to the Government’s lack of concern about the 
widespread inefficiency in the state-owned enterprises. Obviously, if profits 
are evil in the private economy, they cannot be very desirable in public activi¬ 
ties; therefore the inefficiency which makes profits impossible cannot be 
viewed as damaging. An absence of understanding of fundamental economic 
processes is involved here also, of course, a lack of appreciation that unfavor¬ 
able accounting results in a public enterprise show a social cost greater than 
the social benefit, and hence a social loss. 

PUBLIC ADMINISTRATION, DECISION-MAKING AND MANAGEMENT 

Burmese culture has always inculcated in the youth a profound respect for 
parents, teachers, community elders and all persons of superior awza, or sta¬ 
tion. This reverence is deeply implanted and is manifest in personal relation¬ 
ships throughout the society, whether in home, school, monastery, factory or 
office. Those lower in age or status will hesitate to question or contradict in 
the presence of their seniors or superiors. Indeed, when a Burman has hesi¬ 
tated to express himself to an elder or superior, he will sometimes tell a 
comrade later, “I had anahdeh,” meaning, “I feared to offend.” 

Lucian Pye has developed an interesting theory tracing this behavior to the 
typical mother-child relationship in Burmese society, and he has also related 
it to several other Burmese personal and political behavior characteristics.*'^ 
Whatever the cause, such behavior is clearly an important factor in public 
administration, decision-making and management. Inferiors in age and 
status, at whatever level and in whatever activity, will seldom question a 
{Position taken by a superior or elder even when it is obviously capricious, un¬ 
reasonable or based on ignorance. On their part, superiors in age or status 
generally refrain from discussing contemplated decisions with their juniors. 
Their position requires them to instruct or order rather than seek advice. In¬ 
deed, it may be that the widely prevalent custom of consulting the woman of 
the household before making a business or political decision is due not only 
to the practical wisdom displayed by the Burmese womcn-folk but also to the 
reluctance of their husbands to compromise their status by consulting with 
their assistants. 

Status or awza affects the decision-making process in still another way. The 
person with awza is reluctant to endanger his status by decisions or actions 
which may expose him to criticism or hostility. This attitude, combined with 
the prevalent view that time is of little consequence, makes for repeated post¬ 
s' Lucian W. Pye, The Spirit oj Burmese Politics^ Center for International Studies, Massa¬ 
chusetts Institute of Technology, Cambridge, C/59-11, April 1959. 
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ponement of decisions important to others. Sometimes it encourages delega¬ 
tion of decision-making responsibility to cover up the failure to make deci¬ 
sions at the level where responsibility properly rests. But because power is 
precious, delegation of responsibility is seldom accompanied by delegation of 
commensurate authority. 

Astrologers, of whom there are many in Burmese society, play an important 
role in decision-making today just as they did in the time of the kings. It was 
astrologers who recommended the precise date, hour and place on which 
Burma’s independence should be proclaimed in 1948; it was astrologers who 
selected the site for the Kaba Aye (Peace Pagoda) and the Clreat Rock Cave 
which housed the Sixth Buddhist Synod; and it is, frequently, astrologers 
whose advice is sought on propitious dates and circumstances for important 
family or business decisions — on marriage, home purchase, investment, ca¬ 
reer selection and the like. Even the signing of a contract between a Govern¬ 
ment agency and a foreign firm of consultants has been delayed for some 
time to await the day the astrologer indicates will be propitious. 

Nats (spirits) also influence many decisions; in many cases, it is considered 
necessary to propitiate them before acting. For example, tree-felling (nats arc 
supposed most frequently to inhabit trees) obviously calls for propitiation. 
Irrigation, land-clearance and dam construction projects require due con¬ 
sideration and propitiation of the spirits. Many Rangoon families would not 
consummate a car purchase without propitiating a particularly powerful nat 
considered to be especially interested in transport. The advice of spiritualists, 
persons considered to be in rapport with the nats and capable of communi¬ 
cating with them, is eagerly sought by many and religiously followed. Bur- 
mans are continually on the lookout for omens, and regard them most seriously. 
Astrologers, nats and omens add interesting dimensions to the decision-making 
process in Burma. 

CIVIL ORDER 

Certain Burmese character and culture traits seem to be closely related to 
civil order, or rather to the relative lack of it. While the typical Burman is 
scrupulously clean in his person, frequently bathing three and four times a 
day, he is seemingly unconcerned about lack of cleanliness and order in his 
surroundings, whether in the bazaars, the streets or the yard behind his house. 
The shopper at the bazaar will delicately pick up his longyi (skirt) while 
making his way through the refuse which the stallkeepers have uncon¬ 
cernedly thrown to the ground and which frequently stinks abominably. 
Garbage and waste are carelessly tossed out by the road or into the yard with 
little regard for health considerations, the neighbors or passers-by. A com¬ 
mon practice in the towns is to toss one’s refuse over the fence into the yard 
of one’s neighbor, whence it is frequently returned with interest. Radios 
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blare so that they can be heard two and three blocks away, and sometimes in 
the middle of the night. Trucks and buses, heavily loaded, rumble at high 
speed along the roads and streets with tires worn to the casing, defective 
brakes and steering, and shattered windshields — highly dangerous to their 
own cargo as well as to other vehicles and pedestrians. These are only a few 
instances of a general social indiscipline. 

The Burman combines, oddly, an unusual gentleness with an equally un^ 
usual capacity for sudden violence. (Pye’s theory, previously cited, suggests 
an explanation for this also.) This characteristic accounts not only for the 
high incidence of acts of violence in Burmese society, but also for the tolerance 
with which they are regarded. It is almost as though people thought, “There, 
but for the grace of the Buddha, go I.” This tolerance for a widesjuxad weak¬ 
ness no doubt contributes to the sympathy and even admiration which the 
Burmese sometimes display for social outlaws — in recent years, for the in¬ 
surgents. While the villagers’ lack of cooperation with the authorities in their 
efforts to deal with the insurgents was due in large part to fear of reprisals, 
it reflected also a concealed admiration on the part of many for the boldness 
and daring of the rebels, and a vicarious sharing of thrills in their exploits. 

ATTrrUDES TOWARD THE RESr OE THE WORLD 

Burmese culture developed over a period of more than eight centuries in 
relative isolation. Of all foreign influences. Buddhism, which was adopted in 
the eleventh century, had the greatest impact. There were afterwards, to be 
sure, wars with the Thais and contacts with the Indians, the Chinese and 
others. Despite these, the Burmese developed their way of life with little 
awareness of the rest of the world until the country was occupied by the 
British during the nineteenth century. 

The British introduced the rule of law and a number of basic democratic 
institutions and ideas. The nature of the relationship was such that the Bur¬ 
mese came to identify the white man as a master and expert who combined in 
one person both authority and knowledge. The shocking experience of the 
Japanese occupation during World War II taught them that imperialism was 
not practiced solely by the white man, and that the foreigner could be cruel 
and tyrannical as well as paternally masterful. By war’s end, the Burmese 
wanted nothing so much as to be rid of old and new masters alike, and to re¬ 
assert their cultural heritage as well as their sovereignty. The amalgam of 
Marxist and democratic ideas which motivated the A.F.P.F.L. leadership in 
setting up independent Burma were superimposed on this even more basic 
desire. In a deep sense, this involved disengagement from the rest of the 
world. The post-war division of most of the rest of the world into two great 
power blocs accentuated Burma’s fear of involvement. 

If sovereignty and cultural integrity suggested disengagement, the desire 
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for development required ever closer relations with the rest of the world, for 
trade and technology if not for aid. These relations could be developed with 
greatest relative safety with international bodies, with countries that shared 
similar problems and aspirations, and, among the more advanced countries, 
with those so small and distant as to represent no possible threat — especially 
if they too shared some problems and aspirations with the Burmese. Thus, the 
United Nations exerted great appeal, because it made possible relations with¬ 
out involvement with specific countries or blocs. Close relations with the 
other Colombo Powers — India, Ceylon, Pakistan and Indonesia — were at¬ 
tractive, not because these countries were all rice importers, but because they 
too had a new-found independence to consolidate and economic development 
to achieve. Among the more advanced nations, Yugoslavia and Israel were 
both small and Socialist. If not completely neutral, neither were they clearly 
aligned in the great power struggle. Moreover, they were relatively advanced 
and could assist with technology and personnel without threat to Burma’s 
sovereignty. Participation in the Asian Socialist Congress, and leadership 
in cementing Buddhist ties with Eastern countries through the Sixth Bud¬ 
dhist Synod, rounded out this pattern. 

In practice, it was of course not possible to develop relationships with the 
world outside only on these comfortable bases. Development seemed to re¬ 
quire first technical and then, as the World Bank declined to finance in the 
hoped-for measure so ambitious and undisciplined a program, financial as¬ 
sistance from the great committed powers. In these relations, the Burmese 
were always careful to balance arrangements made with one side by similar 
arrangements with the other. The Government’s objective was to protect its 
internal political position as well as to avoid the appearance of partisanship 
in the power struggle. And its representatives were always on the lookout for 
any aspect of proposed arrangements which might be considered to impose 
strings on Burma’s sovereignty or to involve her in the affairs of others. 

But fears of the loss of sovereignty or of Burma’s neutral position were not 
the only influences governing her relations with the world outside. Whether 
with committed or uncommitted nations or their nationals, there was always 
present also a fear of being outsmarted by others more knowledgeable and 
cunning. This made for an attitude of wariness, suspicion and hesitation in 
such relationships. If U Nu himself was less subject to these fears than were 
most of his colleagues, he obviously had to cater to them. For example, while 
U Nu’s friendship with Nehru would have made for much freer and more 
open relations with India, most of his colleagues did not share this under¬ 
standing and indeed never ceased to view India with fear and suspicion — an 
attitude which applied equally to the sizable Indian minority within Burma. 
Attitudes toward alien resident business men and firms and toward prospec¬ 
tive foreign investors were similarly colored by fears and suspicions. And ah 
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though the question of promoting tourism frequently arose in connection 
with foreign exchange, there was little real disposition to relax the many 
restrictions which discouraged tourists, let alone to take positive action to 
encourage them. 

In general, foreign governments and their nationals who sought coopera¬ 
tion with the Burmese — whether these were diplomats, business men or 
firms, technicians, tourists or even advisors — had first to overcome basic atti¬ 
tudes of withdrawal, suspicion and insecurity. In this atmosphere, coopera¬ 
tion developed only with difficulty and in limited degree. 



CHAPTER 24 


Problems of 

Specialized Manpower 


The [)roblems of specialized manpower encountered in the implementation 
of Burma’s development program were not solely shortages of personnel — 
managerial, administrative, professional, technical, sub-technical and skilled 
workers of all types — serious though these shortages were. The poor morale 
of these personnel and their inability under the prevailing circumstances to 
function effectively were also problems of major importance, perhaps equal 
in their effect to the shortages themselves. 

SPECIALIZED MANPOWER SHORTAGES 

It had of course been evident from the very outset of the program that 
meeting emergent demands for specialized manpower was one of the key 
problems the Government would have to solve. In appraising the tasks which 
lay ahead, the consultants had warned: “Indeed, it would not be overstating 
the case to say that the success of the development program hinges more on 
this than on any other single factor.”^ The consultants’ initial estimates of 
the additional skilled manpower requirements of the development program 
in both the public and the private sectors have already been presented in 
Table 14 (p. 130). These estimates did not pretend to any degree of precision. 
They sought only to approximate roughly the magnitudes of the manpower 
requirements which might develop. While they included several categories — 
drivers, for example — in which the indicated deficiencies could be met with¬ 
out too great cost in time or money by training programs of various kinds, 
they did not cover the needs for programs outside the scope of the K.T.A. 

I. K.T.A. Comprehensive Report, p. 35. 




specialized Man power 401 

Report — for example, for doctors, nurses, teachers or agricultural extension 
workers. However calculated, the requirements would of necessity have been 
sizable and difficult to meet. But, dangerous though it might be to under¬ 
estimate these difficulties, they should not be exaggerated. A useful perspec¬ 
tive on the problem may be obtained by viewing the development programs 
of the various economic sectors separately. 

In the agricultural sector, the big job had to be done in the first instance 
by the cultivators themselves and by the cooperative societies in which they 
were enrolled. The specialized needs in this sector were chiefly in the field of 
agricultural engineering and mechanics, where relatively few specialized 
personnel were required, and in agricultural extension and credit work, 
where well-formulated training programs could develop large cadres of 
trained workers within a fairly short period of time. In the very important 
transport and communications field, by far the largest expenditures were for 
rolling stock and equipment, ships and other items to. be procured abroad. 
Because the organizations concerned had a long operating experience before 
the war, there existed a relatively large carry-over of qualified engineers, 
technicians and managers. In manufacturing industry, the need for produc¬ 
tion supervisors and technicians was rather limited, and could be met by the 
employment of foreign specialists. Foreign suppliers would supervise the in¬ 
stallation of equipment and provide technical assistance and supervisory 
.services during the break-in period. The training of workers was no difficult 
task, as was demonstrated in the cotton-spinning, pharmaceuticals, jute and 
other plants. The engineering, construction and installation components of 
the electricity program were handled by Japanese and other foreign contract¬ 
ing firms, and again no particular labor problems of a technical kind were 
involved. In the field of mining and oil extraction, experienced foreign firms 
with which the Government had entered into joint ventures provided spe¬ 
cialized personnel. The K.T.A. Report contemplated that these operational 
and administrative shortages, while serious and even acute, could in time be 
met through a combination of techniques — by education and training pro¬ 
grams, by the use of foreign specialists, by increased productivity and by a 
variety of special arrangements, particularly with respect to management 
needs. By and large, these expectations were fulfilled. Thus, the manpower 
deficiencies were more difficult to meet on the administrative and supervision 
and coordination fronts — in the civil service and in the central top-level 
direction itself. 

The Government had lost many top-flight British and Indian civil servants 
during and after World War II. These losses were incurred not only in the 
administrative services but also in the specialized forest, medical and other 
services as well. Many Burmese civil servants had, however, already achieved 
senior rank. To augment their number, experienced high-ranking officers 
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were recalled from retirement. There was in addition a considerable amount 
of upgrading through accelerated promotion from the lower and middle 
ranks. Thus, in spite of the rapid expansion of the Government’s activities 
and organizations, it was possible, by spreading the available people thin, to 
staff the more important civil service jobs, particularly the administrative 
posts, with experienced officers. It was for the most part in supporting jobs — 
the Number Two and Number Three men in the various offices — that per¬ 
sonnel deficiencies were more evident. 

To augment and assist the civil service, foreign specialists were obtained 
in considerable number under U. N. and Colombo Plan auspices, under vari¬ 
ous bilateral arrangements with People’s China, the U.S.S.R., Israel and 
Yugoslavia, under Ford and other foundation auspices, and by the direct hire 
of foreign individuals, mostly from India, and of English and American 
firms. As of September 1957, 395 foreign specialists were assisting in the 
development program. Of these, 116 were directly employed, 90 were pro¬ 
vided by foreign governments and their quasi-public organizations, 82 were 
provided by foreign firms, 66 were provided under U. N. and Colombo Plan 
auspices and 41 by foundations. Of this total, 140 were engaged in the indus¬ 
trialization program, 66 in agriculture and irrigation, 30 in mining, 70 in 
health, education and housing and 25 in central economic and engineering 
planning and advisory work.^ In-service and on-thc-job training programs 
were also utilized to upgrade existing personnel and train new employees. 
These essentially temporary arrangements were buttressed by a major long¬ 
term education and training program. 

The Government first stepped up sharply the number of university gradu¬ 
ates sent abroad as state scholars to pursue graduate studies in various fields 
of specialization. By the end of 1956, there were 343 state scholars studying 
abroad, of whom 80 per cent were studying engineering and the physical 
sciences. These scholars were committed, under bond, to spend a given num¬ 
ber of years in the Government service on completion of their studies. Simul¬ 
taneously, the Government embarked on a many-faceted program of educa¬ 
tional expansion and training, both formal and informal, general and 
specialized, from the university down through the primary school. The Uni¬ 
versity of Rangoon was much expanded, with emphasis on engineering, medi¬ 
cine, economics, statistics and public administration. Mandalay College, 
formerly a subsidiary of Rangoon University, was expanded greatly and ele¬ 
vated to university status. Several intermediate colleges were established in 
lesser towns. The number of Government-supported middle and high schools 
was increased from 180, with a registration of some 62,000, in 1952 to 793, 
with a registration in excess of 220,000, in 1959. Within this total there were 

2. D. P. Barnes, “Status and Activities of Foreign Specialists in Burma” (memorandum), 
Ministry of National Planning, Sept. 29, 1958, Table I. 
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established 52 technical high schools, 37 agricultural high schools, 12 agri¬ 
cultural middle schools and two commercial schools. At the primary school 
level, from some 3,300 primary schools with a registration of less than half a 
million in 1952, the number grew to more than 11,500 with a registration of 
1.5 million by 1959. Concurrent with these tremendous increases in schools 
and enrollments was the introduction of a new curriculum, particularly at 
the middle and high school levels, more closely attuned to the needs of a 
developing society. 

Specialized education and training outside the formal educational system 
were also greatly expanded, with the guidance of a special commission headed 
by the outstandingly capable Director of Education, U Kaung. The Technical 
Institute at Insein, staffed and financially assisted by the Ford Foundation, 
experienced a ninefold expansion in enrollment from 150 in 1953 to 1,368 in 
1959. The Agricultural Training Institute at Pyinmina, again with Ford 
Foundation staff and financial assistance, was firmly established and ex¬ 
panded. The Rehabilitation Brigade enlisted many thousands of former in¬ 
surgents, trained them and their wives in metal-working, woodworking and 
other skills, and organized them into a large building and road construction 
force. Mass education courses achieved substantial enrollments. Government 
agencies such as the Union of Burma Railways and the Inland Water Trans¬ 
port Board conducted training and in-service programs and thus met many 
of their own needs for specialized skills. With the help of the United Nations, 
Government in-service training courses were established in public administra¬ 
tion and later in accounting. Thousands of teachers were trained in new in¬ 
stitutes hastily set up for the purpose. All in all, the education and training 
effort was a major one. Within a few short years it had already made a sub¬ 
stantial contribution to provision of specialized manpower. 

The specialists from abroad obtained under the variety of arrangements 
previously mentioned were utilized in almost every field of Government 
activity. U. N. and Colombo Plan personnel were perhaps most active in the 
field of health. They also provided specialists in agriculture, mining, industry, 
cooperatives, labor, social security, public administration, marketing and 
many other fields. While the United Slates had until 1953 supplied a number 
of technicians under the Point IV Program, Burma’s abrupt termination of 
further grant assistance from the United States in that year closed out further 
U. S. technical assistance under Government auspices. Israeli technicians pro¬ 
vided assistance in agriculture, mechanization, medical and architectural 
services, water resource development and management. Yugoslav technicians 
were utilized chiefly for mineral surveys and electric power planning. Chinese 
technicians installed the second unit of the cotton spinning and weaving mill 
in Rangoon. U.S.S.R. technicians, apart from the special U.S.S.R. “gift” proj¬ 
ects, assisted chiefly in the agricultural field. The Ford Foundation, as has 
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already been indicated, contributed mostly to agricultural and technical train¬ 
ing. It also assisted in business administration work at the university and in 
the training overseas of planning personnel. American consulting firms pro¬ 
vided the central Government with engineering and economic advice. 

Under contract arrangement, an English firm built and managed the 
pharmaceuticals factory. Other English firms provided architectural services 
and supervision of construction for the technical high school, the new engi¬ 
neering college, and other projects. Foreign firms built the new Rangoon air¬ 
port, did reconstruction work on the wharves, installed the new Rangoon 
telephone system, repaired the Kabo Dam, designed and built the hydro¬ 
electric project at Balu Chaung and assisted in the design, construction and 
initial operation of most other large development projects. In all these cases, 
Burmese nationals were associated with the foreign contractors and gained 
valuable training and experience. Finally, the Government employed more 
than a hundred individual foreign specialists, most of them from India, in 
various professional and technical capacities. 

While the Government utilized foreign specialists both to advise and to 
assist in the execution of major development projects and programs, the Gov¬ 
ernment administration itself was run exclusively by Burmese. Meanwhile, 
educational and training programs were being expanded and improved to 
prepare young people for the responsibilities initially assigned to foreign 
specialists. 

These hastily organized measures were of necessity uneven in quality and 
in effect. The foreign specialists who came to help were not in all cases well 
selected or motivated, and did not always meet the needs satisfactorily; nor, 
of course, were all the training programs highly successful. For example, in 
doubling the number of teachers in state schools from less than 22,000 in 1953 
to more than 41,000 in 1959, it was obviously not possible to produce a high 
proportion of adequately trained new teachers. Many of the new primary 
school teachers had gone no further than the seventh standard, and their in¬ 
structors were as poorly trained. Similarly, many of the trainees in other 
fields — nurses, vaccinators, draftsmen, accountants, agricultural equipment 
operators, extension workers, and so on — were far from well prepared. De¬ 
spite these deficiencies, significant progress was made. It may indeed be that 
Burma’s achievement in meeting the shortages of specialized manpower was 
as great as that in dealing with any other major development problem. Taken 
all in all, it was a remarkable performance, 

MORALE 

Three important factors underlay the poor morale widely prevalent 
throughout the Government service and relatively more intense and serious 
in the upper echelons. The first of these was the relationship between the 
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political leaders, both in and out of Government, and the pre-war adminis¬ 
trators. In general, the more senior civil servants who had served before 
World War II were better educated and more experienced in practical affairs 
than were the politicians who, even when university-educated, had devoted 
themselves more to political agitation than to scholarship. The insecurity felt 
by many ministers in the face of their better-educated and more experienced 
subordinates was frequently reflected in the antagonism and contempt they 
displayed toward these senior civil servants on the grounds that they had 
been ‘iackeys” of the British. Second, after independence senior civil servants, 
and particularly those at the secretary’s level, experienced severe cuts in liv¬ 
ing standards, status and prestige as a result of pay slashes, price increases 
and interference by the politicians. Third, they resented the appointment to 
senior posts ranking with their own of political camp-followers and personal 
lackeys of powerful political leaders, appointees who were completely lack¬ 
ing in qualifications and who demonstrated, once they, were on the job, that 
their interest was self or party aggrandizement rather than service. 

Looking back, U Nu himself stated part of the case in his initial address 
to the Parliament on April 5, i960, when he assumed the Prime Minister’s 
office for the third time: 

Mr. Speaker, a parliamentary democracy therefore requires an independent and 
disciplined civil service of the character described above. During the ten years that 
we were in power, we failed to recognize this essential characteristic. True, we 
maintained the civil service intact and did not attempt to substitute it by a party 
civil service. But we did not meticulously respect the principle that the loyalty of a 
civil servant must be to his service and its traditions, not to any political party or 
leader. Many of our acts created a confusion in the minds of the civil service as to 
where its loyalty lay, and favour was often shown to those who changed their 
loyalty from their service to individual leaders. Without actually changing it into 
a party civil service, we introduced tendencies which had a disruptive effect on the 
independence of the civil service, and consequently on its efficiency and integrity. 
It prevented the growth of service ideals possessed by an independent and disci¬ 
plined civil service. 

We went even further than above. 

We appointed party adherents as civil servants in many government boards and 
projects. There is, of course, nothing wrong in recruiting persons of ability and 
integrity to such services, even though they may be or have been members of the 
party. Our mistake was in recruiting them to the service without obliging them 
to sever their connection with the Parly completely and transferring their loyalty 
to the service to which they were recruited. This had a most serious effect on the 
morale, efficiency, integrity and discipline of the service. By these acts, we came 
dangerously close to creating a party civil service of the kind that exists in totali¬ 
tarian states.'^ 

3. Burma Weekly Bulletin, April 7, i960, p. 458. 
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In addition to these background factors, a number of other circumstances 
contributed to poor morale. Offices were dark, dirty and unsanitary. Nepotism 
had crowded the Government offices with a host of unqualified, inessential 
and lazy hangers-on whom, because of their connections, it w^as hazardous to 
discipline. Files were lost, cases accumulated and the [\ace ol organizational 
activity became increasingly sluggish. In the secretariat, and even more so in 
the districts, politicians interfered with the administrative process, and civil 
servants feared reprisals if they resisted. Lack of effective leadership and 
policy direction from the top frcc|uently made for frustration. Where latitude 
for decision existed, fear of the Bureau of Special Investigation and of future 
punishment for decisions made in good faith, the outcome of which might 
not please the politicians, were effective deterrents to action. Since commenda¬ 
tion was seldom forthcoming for achievement and punishment might follow 
error and since censure seldom followed inaction, public officials were in¬ 
creasingly disposed to do as little as possible. This was the course of safety, 
especially since insurrection provided a ready excuse in most cases for failure 
to accomplish given objectives. Finally, the organization and procedures of 
the public administration itself were effective deterrents to action and con¬ 
tributors to poor morale. 

THE PUBLIC ADMINISTRATION AND MORALE 

Despite cost of living allowances, pay scales at the lower levels of the civil 
service were really inadequate for minimal living standards, and corruption 
became widespread. In relatively few cases was graft accepted at higher 
levels. More frequent, and in the end more damaging, was the petty graft 
paid to persuade Government employees to do what it was their duty to do, 
because they would not do it in time without the payments. Thus, an appli¬ 
cant for a telephone installation would pay a gratuity to get it. A business 
man calling on a customs official would give the latter’s peon “tea money” to 
obtain access. The official himself might have to be given somewhat more 
substantial “tea money” before he would bestir himself and locate the neces¬ 
sary papers. A business man seeking to book a railway freight car might be 
told that there were no cars available. Once the required gratuity was paid, it 
would become clear that the car had been available all along. A contractor 
who had performed services for a Government department and whose in¬ 
voices had been approved for payment would not be able to get the clerk to 
prepare his payment check without a gratuity. Clerks at the post office would 
bestir themselves and hunt through dusty piles of accumulated mail and 
parcels to find long-undelivered items only when their palms were appropri¬ 
ately crossed. The entire apparatus of Government had thus become afflicted 
with a massive dose of constipation and functioned at the intermediate and 
lower levels only by the application of laxatives of the kind described. 
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Administrators and specialists at higher levels were thus beset with prob¬ 
lems from below as well as from above, problems with which they could not 
effectively cope. The result was, in a great many cases, dull and spiritless per¬ 
formance and a developing cynicism about the integrity and idealism of the 
political leadership and the Government’s stated objectives. Lacking suitable 
alternatives, and with accumulated pension rights to protect, there was for 
most officials no place else to go. The loss of morale even went so far as to 
subvert professional standards and ethics. Thus, many doctors in state hospi¬ 
tals neglected their hospital duties and engaged in private practice to aug¬ 
ment their incomes. And they often used the hospitals’ meager supplies of 
scarce drugs and medicines to meet the needs of their private patients. 

In many cases the morale of the foreign specialists was not much better. 
Arriving to do a job, they were often confounded by the confusion they en¬ 
countered. Questions of office space, secretarial help, transport and housing 
arrangements were sometimes not worked out for months. The officers to 
whom they were assigned as advisors or counterparts were frequently un¬ 
interested or even hostile. What many foreign specialists found most difficult 
of all was the general atmosphere of aimlessness and indecision, akin some¬ 
times to chaos, which made it impossible for them to come to grips with the 
jobs they had come to do. Often they found it difficult even to find someone 
responsible to talk to, let alone to participate in or speed the decision-making 
process. In the face of such difficulties, many foreign technicians developed 
an indiflercnce to their tasks and merely marked time until the expiration of 
their contracts. 

There were, of course, notable exceptions among both the Burmese civil 
servants and the foreign specialists. In both groups there were men who had 
idealism and professional pride and who were basically fighters unwilling to 
accept defeat, who patiently and persistently gave of their best to accomplish 
what they could. There were still others, close enough to a powerful political 
leader to be imbued with his drives and confident of his support, who took 
initiative and assumed responsibility. Such cases were exceptions to the rule. 
In general, the specialized personnel, both native and foreign, performed at 
levels far below their potential, and the development program suffered seri¬ 
ously on this account. 

the private sector 

The private sector had its shortages of specialized manpower as well, and 
again, chiefly in managerial, administrative, technical and professional per¬ 
sonnel. But the needs in the private sector were not so great. 

For the most part — aside from the larger British firms who provided their 
own specialized personnel — local forestry, mining, construction, manufactur¬ 
ing and trading firms were small in scale, employed antiquated methods and 
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did not require highly specialized personnel. Members of minority groups 
here encountered fewer obstacles and less discrimination in employment and 
professional practice than they did in the Government service, and resident 
Indians, Pakistanis and Chinese made a sizable contribution toward meeting 
the manpower needs. 

Since students of economic development frequently assess the shortage of 
entrepreneurial talent as the most serious of the manpower deficiencies in 
underdeveloped societies, the relative availability of such talent may be men¬ 
tioned here. In broad, it appears that there was an abundance of entrepreneur¬ 
ial-minded people, rather than a pronounced lack of them. Some evidence to 
this effect has already been presented in Chapter 21, in connection with imple¬ 
mentation of industrial development in the private sector. Additional evi¬ 
dence may be found in the numerous small enterprises in the mining field, in 
the many small rubber, tea and coffee plantations, in construction, in foreign 
and domestic trade, in river and motor transport, in services and, of course, 
in basic agriculture itself. If enterprise was not even more pronounced and 
larger in scale in manufacture than it was, this was due not to a dearth of the 
entrepreneurial spirit or even to the shortage of capital. It was due, rather, to 
the hostility of Government to large-scale private enterprise, the resulting 
fears of nationalization, and the structure of profit-making opportunities, 
which made small-scale money-lending, trade, construction and other activi¬ 
ties more attractive to those with limited capital than pooling their funds in 
larger ventures. 



CHAPTER 25 


Problems of Finance 


The key weaknesses in finance which emerged during the course of the eco¬ 
nomic development program were the same weaknesses which hampered 
every other aspect of the program. They boiled down, essentially, to lack of 
determination to make the effort necessary. The same determination which 
was needed to mobilize material and manpower resources more effectively, to 
invigorate public administration and to coordinate, supervise and expedite 
the total effort would have sufficed also to mobilize the financial resources 
required. Neither in finance, nor in the many-faceted effort required to mo¬ 
bilize it, were the Burmese ready and willing to pay the “price” of develop¬ 
ment. This reluctance, rather than inability to provide the necessary finance, 
was the major problem. 

BASIC ATTITUDES AND BACKGROUND 

Despite their Socialist convictions, the basic attitude of the Burmese leaders 
toward finance was at the outset essentially conservative. The years of high 
rice prices and budgetary surpluses confirmed their adherence to the concept 
of balanced budgets and the repugnance they felt for deficit financing. Much 
serious soul-searching and internal debate went on within the Government 
when it was confronted by a crisis situation in 1954-55. Cuts in the capital 
program could contribute only partly to solution of the difficulty. The Gov¬ 
ernment was definitely unwilling to impose a substantially heavier tax load 
on the masses of the people, and substantial increases in tax revenue could be 
achieved in no other way. Its inclination was to resort to deficit financing and 
to cut consumer imports to the bone. This expedient, with its threat of serious 
inflation, the economic consultants opposed. The Government, they felt, 
could in time be persuaded to pursue a more productive tax policy. Mean¬ 
while, foreign loans could fill the gap. The Government’s reluctance to bor- 
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row abroad was overcome, finally, only by its even greater reluctance to tax 
the masses or to incur large-scale domestic inflation, to the dangers of which 
it had been made sensitive. It therefore decided in favor of foreign borrowing. 

The size of the financial problem, once the situation had more or less 
stabilized in the middle of the development period, may be simply presented. 
The Government needed some K 140 crores per year — approximately K 90 
crores for current expenditures and about K 50 crores for capital expenditures. 
Income varied from K 80 to K 120 crores per year, depending mostly on the 
size of S.A.M.R. earnings, which in turn depended on the volume of rice ex¬ 
ports and the level of rice prices. With a substantial contribution from the 
S.A.M.B., the additional financing needed might be as little as K 20 crores — 
a problem of quite modest proportions. A poor year for S.A.M.B. might swell 
the deficit to K 60 crores — an almost insuperable problem. There could thus 
be no effective solution to the finance problem apart from a rice export volume 
of, say, 2 million tons per year and S.A.M.B. earnings of, say, K 25 to K 30 
crores. The rice export problem was central to the finance problem as well as 
to the foreign exchange problem. S.A.M.B. earnings of K 30 crores would 
mean Government revenues of about K no crores, and pose the problem of 
financing a deficit of some K3() crores. It was, as we shall see, well within the 
capacity of the Government to solve a finance problem of this magnitude. 

It was perhaps unfortunate that in 1952 and the early part of 1953, when the 
basic plan was taking shape, the outlook for financing the development pro¬ 
gram appeared so bright. The high price of export rice and the prospects for 
rapid increases in production and export surpluses led to the conclusion that 
Burma could finance her development with her own resources, and also to the 
impression that no great effort would be required to mobilize those resources, 
so far as domestic finance was concerned. The consultants cautioned, to be sure, 
that the problem of domestic finance might very well be diflicult. However, as 
has already been pointed out, their appraisal of the difficulty was softened by 
the unfounded expectation that the Government’s current budgetary expendi¬ 
tures could be held at the then prevailing annual level of some K 70 crores and 
by their realization that excess foreign exchange earnings from rice could be 
converted into domestic finance, in significant degree, by imports for sale to 
the private sector. Their warning about domestic finance was therefore not 
taken seriously, and the Government embarked on its large-scale development 
program without any real appreciation of the possible need for sacrifices. 

THE CHANGING NATURE OF THE PROBLEM 

The sharp break in the rice export market which began in 1953 diverted the 
attention of both the Government and the economic consultants to the foreign 
exchange problem. To the consultants, the dangerous decline in the foreign 
exchange reserves required, primarily, four steps — first, a sharp cutback in 
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the overambitious 1954-55 capital program; second, a major effort to spur 
lagging rice production and export tonnages; third, a complementary effort 
to mobilize loans and assistance from abroad in order to hold the line until 
adequate export earnings were achieved; and fourth, a serious effort to 
strengthen domestic finance, to enable it to provide the major part of the 
financing for the development effort in the future. Indeed, early in 1954, be¬ 
fore the foreign exchange “crisis,” they had arranged for a special study of this 
problem. Dr. Richard Musgrave made the study in the summer of 1954, and 
it was presented to the Government in the fall.^ His analysis strongly pointed 
up the prospective insufficiency of domestic finance and recommended a 
comprehensive program for broadening and strengthening the tax structure. 
By this time the Government was already becoming immersed in the de¬ 
veloping foreign exchange “crisis,” but did not appear to perceive its relation 
to domestic finance.^ The Musgrave report made little impact. 

During 1954-55, capital program was cut back sharply from its im¬ 
possible initial level of K 98 crores. By i955”56, it had been reduced to a 
minimum essential level of roughly K 50 crores (a level around which it 
would thereafter continue narrowly to fluctuate), and substantial foreign re¬ 
sources had been mobilized for early use: a $19 million World Bank loan, a 
$15 million draw from the International Monetary Fund, an Indian loan of 
K 20 crores, a P.L. 480 purchase of nearly $20 million worth of surplus com¬ 
modities from the United States for local currency, indeterminate though 
sizable U.S.S.R. credits and a $25 million U. S. development loan. These sup¬ 
plemented the ten-year $200 million reparations agreement previously con¬ 
cluded with Japan, on which payments were now to begin. Meanwhile, deficit 
financing and foreign exchange drawdowns were used in large amounts to 
cover the sizable deficiencies of current domestic finance. 

The picture then changed markedly. Rice export tonnages increased sub¬ 
stantially in 1955-56. But though volume rose, prices continued to drop, and 
the deficiency in domestic finance was even greater than it had been in the 
previous four years. Beginning in 1956-57 and continuing through 1959-60, 
foreign loans and credits made up the greater part of the deficiency pre¬ 
viously met by deficit financing and foreign exchange drawdowns. The efforts 
of the economic consultants to convince the Government that reliance on 
foreign loans could be temporary only, and that it was essential to utilize the 
opportunity they provided to develop a sound program for the mobilization 
of domestic finance, were for the most part ineffective. In June 1957 U Nu 
apparently intended to take action, but his intention dissolved with the 
A.F.P.F.L. split. One of the final efforts made by the consultants, a second 

1. "Tax Policy for Economic Development in Burma," Robert R. Nathan Associates, Inc., 
Rangoon,Jan. 1955. 

2. The failure to strengthen domestic finance imposed a choice between domestic inflation 
and large-scale import programs, which would aggravate the foreign exchange problem. 
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report by Dr. Musgrave (in the fall of 1958),^ was submerged by the in¬ 
coming military tide. While the Ne Win Government took some of the 
steps necessary in 1958-59, these were only partial and preliminary steps. As 
of the end of 1960, the real job remained to be done. 

THE STRUCTURE OF THE GOVERNMENT’S FINANCIAL OPERATIONS 

With this overview, the several aspects of the finance problem may now be 
examined more precisely. The first step is to view the key elements in the 
Government’s financial operations, beginning with the Union Government 
Budget for the years 1952-53 through 1959-60. These figures are presented in 
Table 70. 

Over the eight-year period, it will be noted, budgetary receipts ranged 
roughly from K 80 crores to K 120 crorcs, with current receipts accounting for 
about five sixths of the total. Budgetary expenditures ranged roughly from K 
95 crores to K 140 crores. Current expenditures rose in four steps from some 
K 65 crorcs in 1952-53 to about K too crorcs at the end of the period. The 
capital expenditures shown in the budget do not include capital expenditures 
made by the Government boards and corporations with funds from sources 
other than the formal budget. These additional capital outlays, as will be seen, 
were substantial. 

During the eight-year period, a budgetary surplus was experienced only in 
1956-57. In all other years, the excess of expenditures ranged roughly from K 
15 crorcs to K 30 crorcs — anywhere from one seventh to one third in excess 
of the receipts as shown, and even larger in relation to receipts net of domestic 
borrowings. Neither the receipts nor the expenditures shown reflect the 
operations of the state-owned boards and corporations on current account, 
which are entirely outside the Union Government Budget. For an under¬ 
standing of the problem, the Government’s financial operations must be 
viewed as a whole. This comprehensive budget of the public sector is pro¬ 
vided in Table 71. 

The startling fact immediately apparent is that the total financial operations 
of the Government and its agencies were approximately 2.5 times the size 
reported in the official Government budget. The major differences, on both 
the receipts and the expenditures sides, are in the current operations of the 
state-owned boards and corporations. Loans from abroad are also an im¬ 
portant factor on the receipts side in the later years. Another important fact is 
that, with the exception of 1953-54 and 1954-55, deficits in the comprehensive 
budget were held to relatively modest proportions, by virtue to be sure, of 
substantial loans and assistance from abroad. The figures on the deficits in 

3. “The Finance of Capital Formation and the Contribution of Tax Policy in Burma,” Robert 
R. Nathan Associates, Inc., Rangoon, Sept. 5, 1958. This report, more than the one of 1953, 
stressed the need for improved tax enforcement, broader sales taxation, revitalized land revenue, 
and improved efficiency in the public boards and corporations. 



Table 70 

The Union Government Budget, 1952-53 to 1959-60 
(K Crores) 
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cators, C.S.E.D., New Secretariat, Rangoon, March i960, Table 4. 

a. Covers also repayment of K 127 crores for miscellaneous internal debts. 

"Note: The deficit as shown in the budget (line 4) differs from the excess of expenditures over receipts (line 3) because domestic borrowing is 
included in the budget as a receipts item. Capital expenditures do not include all capital outlays made by the boards and corporations. Their self- 
financed expenditures and expenditures financed by borrowing from banks arc excluded. 
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Comprehensive Budget of the Public Sector, 1952-53 to 1959-60 
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the comprehensive budget conceal, however, a significant difference between 
the Government’s financial transactions at home and its dealings abroad, and 
thus conceal also the effect of these operations on the privately held money 
supply — a most important factor. This effect is revealed in the cash-con¬ 
solidated budget of the Union Government presented in Table 72. 

This table shows, in each year, varying but substantial surpluses on foreign 
account and varying but substantial cash deficits on transactions with the 
private sector at home. It was the excess of private foreign payments over 
receipts, varying with the volume of imports for private use, which reduced 
this domestic cash deficit and thus held the private money supply in check. 
The privately held money supply rose swiftly in 1954-55 and 1955-56, was 
reduced by virtue of a huge import program in 1956-57, was stabilized in 
1957-5S and rose sharply again, because of a reduced import program, in 1958- 
59. These interrelations, of far greater importance in the Burmese economy 
than in one less dejicndent on foreign trade, have profound implications for 
the financial problems to be examined, and for fiscal, monetary, import and 
foreign exchange policies. 

HOW PUBLIC CAPITAL EXPENDITURES WERE FINANCED 

With these data available for reference, we may examine the non-inflation- 
ary sources of financing, or actual resources, which were available for the 
public capital program. These arc derived, though not in all their detail, from 
Table 71, and are shown in Table 73. The domestic resources arc the current 
surpluses of the ministries and departments and of the boards and corpora¬ 
tions, the rehabilitation contribution made by the State Agricultural Market¬ 
ing Board,^ the miscellaneous capital receipts of the boards and corporations, 
and ‘‘other receipts.” Unfortunately, the S.A.M.B. “rehabilitation contribu¬ 
tion” — which represents the transfer to the Government treasury of after-tax 
profits made by that organization — was not treated in a uniform way in 
Government accounting in the early years of the program. S.A.M.B. profits 
are reflected in the table partly in the income taxes paid by that organization, 
which enter into the current surpluses of the ministries and departments. 
In the early years of the series, additional profits were used to convert current 
deficits of all boards and corporations other than the S.A.M.B. into the cur¬ 
rent surpluses shown. Still other S.A.M.B. profits are reflected in “other 
receipts.” This splintered and non-comparable bookkeeping, employed to 
conceal from Burma’s rice customers the size of S.A.M.B. profits during years 
of high rice prices, makes it somewhat difficult to portray precisely the con¬ 
tribution made to Burma’s domestic finance by the organization. It may be 

4. Conceptually, the Civil Supplies Management Board was also included here. It was, how¬ 
ever, only a negligible factor in the “rehabilitation contribution.” 
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Source: Economic Survey of Burma, 1954 through i960 issues, 
a. Net changes in bank credit, private savings, errors and omissions. 
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said, however, that during 1952--53, 1953-54 i 954 ~ 55 ^ S.A.M.B.’s con¬ 

tribution to Government finance averaged some K 40 crores per year — about 
So per cent of average annual capital expenditures during the life of the 
eight-year capital program. 

I’he foreign finance items shown in the table reflect, of course, not the loans 
and credits available to Burma but rather the portions of these actually used 
each year. The surplus or deficit data correspond naturally with the surplus 
or deficit figures shown in the comprehensive budget. 

It is clear from an examination of Table 73 how the finance problem varied 
during the program period. In 1952-55 large S.A.M.B. earnings bolstered 
domestic finance and, since public capital expenditures were then at their 
lowest level, sufficed to produce a surplus of resources over capital reejuire- 
ments. In the next two years very substantial deficits were incurred, partic¬ 
ularly in 1955-54 and 1954-55. These were the years when capital expenditures 
(including repayment of pre-war debts) were at their highest, and when the 
volume of rice exports did not rise sufficiently to compensate for rapidly fall¬ 
ing prices. Conditions were already stabilizing in 1955-56, when rice exports 
increased sharply to nearly 2 million tons and the collection of invoices unpaid 
during the previous year in large part offset further price declines. By this 
time the capital program had been reduced to less than K 50 crores, and the 
deficit was much lower than those of the two previous years. In the following 
four years, 1956-57 through 1959-60, a substantial inflow of foreign aid and 
credits bolstered a jirogressively weaker domestic financial position, and made 
it possible to meet the requirements of a stable capital expenditure program 
without further substantial domestic deficit financing. 

The total finance picture may be viewed more clearly, if we ignore the 
internal differences during the first four years of the program, and compare 
the financing of [)ublic capital expenditure during that period with the 
financing in the second four-year period. This comparison is made in Table 
74. Almost half the public capital expenditures of K 221 crores during the 
first four years was financed by domestic resources, and 5 per cent was fi¬ 
nanced by foreign aid. The remaining 46 per cent was financed largely by an 
inflationary expansion of the privately held money supply, though there was 
a drawdown of past national savings in the form of the foreign exchange 
reserves.® 

In the next four years, domestic finance contributed an even smaller por¬ 
tion — one third as against the previous one half — of the cost of public capital 
expenditure. More than half the cost during this period was met by repara- 

5. Cash profits in 1954-55 were bolstered, despite lower prices, not only by an increase in 
export volume but als<) by the sale of considerable tonnage purchased the year before. 

6. Money supply expansion and foreign exchange drawdowns as shown in the table only 
roughly approximate the resource deficits indicated. This may be due to the use of unadjusted 
money supply figures. 
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dons, borrowing and other aid^ from abroad. Reparations contributed about 
one fifth of total requirements, while foreign loans, credits and P.L. 480 con¬ 
tributed approximately one third. Combined with domestic finance, these re¬ 
sources sufficed to meet 87 per cent of the rcc]uiremcnts. The deficit of some 
13 per cent was again met by monetary expansion and by a further drawdown 
of foreign exchange reserves. But the amounts involved were far less than 
in the previous four years, and constituted neither inflationary pressure nor a 
serious weakening of the balance of payments and monetary reserve positions. 

Tables 73 and 74 make quite plain how Burma met the major financial 
problems raised by her development program. In the first place, the program 
was cut back to what was, in effect, a minimum level of average annual 
capital expenditure of about K 50 crorcs. Second, national dissaving and 
monetary expansion and foreign finance were relied upon to fill the substan¬ 
tial gap between this minimum capital expenditure and the negligible contri¬ 
bution made by current domestic resources. And throughout the period the 
Government walked, as it were, on a tightrope, with domestic inflation loom¬ 
ing on one side and foreign exchange loss yawning on the other. 

It is possible now, with the aid of the data already ciicd, to review what the 
possibilities for a sounder financing of the program actually were — first on 
the expenditure side and then on the revenue side. 

THE POTENTIALS FOR A STURDIER DOMESTIC FINANCE 

Concerning capital expenditures, not much needs to be said. An initial and 
serious error was indeed made in adopting an over-large program for 1954-55* 
This mistake was subsequently rectified as rapidly as was possible in view of 
the very large level of commitments. The repayment of the pre-war debt to 
India was not an ill-timed action and did not weaken the foreign exchange 
reserve position. It was only the difference between the cash price India was 
willing to pay for rice per ton) and the ‘‘prevailing” market price of 

^^48 per ton. By 1955-56, the level of the capital program had been reduced 
to an average of roughly K 50 crores per year, which was virtually an irre¬ 
ducible level if provision was to be made for defense needs, the minimum 
rehabilitation requirements for agriculture, forestry, mining and transport 
and communications, the pressing social needs and the amounts required to 
carry through the electric power and manufacturing industry improvements 
on which commitments had already been made. 

Although current budgetary expenditures of the Union Government, as 
shown in Table 70, rose more than 50 per cent from the K 65 crores spent in 
1952-53, there was not much possibility of holding these in check, either. 

7. P.L. 480 assistance, in the form of commodity sales for local currency, brings in real re¬ 
sources but is not borrowing. On the other hand, the borrowing of P.L. 480-gencratcd local cur¬ 
rencies which follows from the sale of P.L. 480 goods is borrowing but docs not add real re¬ 
sources. 
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Expenditures for the defense services accounted for roughly one third of the 
total. Essential administrative services, including the costs of tax collection, 
police and general administration accounted for nearly one third more. Social 
services, chiefly those for education and health, accounted for less than one 
fifth of current Cjovernmental expenditures at the outset of the program. These 
needs were pressing and grew through the years. The same may be said for the 
productive services, such as agriculture, forestry, transport, communications 
and others, which accounted for about one eighth of current Governmental 
expenditures. Many of these outlays, as in the case of agricultural extension, 
were essential to complement the expenditures of the capital program itself. 
Finally, transfer payments, including interest charges, pension payments and 
contributions to the various state governments, provided little or no room for 
curtailment. The problem of domestic finance therefore had to be met on the 
revenue rather than the expenditure side. Some of the possibilities here can be 
explored by reference to the Union Government's budgetary receipts in de¬ 
tail, shown in Table 75. 

It may first be noted that after 1952-53 the total of budgetary receipts 
varied relatively little, apart from the sharp dip in 1955-56. For the eight-year 
period as a whole, tax receipts accounted for approximately five eighths of the 
total. Income taxes provided only about one fifth of total receipts, while in¬ 
direct taxes, mostly on commodities — cUsStoms, excise duties, sales and com¬ 
mercial taxes — accounted for roughly three eighths. Taxes other than these 
made only a negligible contribution. Reparations made a significant contribu¬ 
tion to non-tax receipts only in the second half of the period. Non-tax receipts 
from ministries and departments and contributions from boards and corpora¬ 
tions each accounted for about three sevenths of this non-tax total. However, 
while the contributions of the ministries and departments increased substan¬ 
tially during the period, the contributions from boards and corporations fell. 

It is clear that non-tax receipts, particularly those in the form of contribu¬ 
tions from the boards and corporations, depended heavily on rice export sales 
and profits. It is not equally clear, but important to understand, that tax 
receipts themselves depended heavily on this same factor, not only because 
a substantial part of the income taxes shown were taxes on S.A.M.B. income, 
but also because customs and excise duty revenues depended heavily on the 
volume of import goods, which in turn was determined largely by foreign ex¬ 
change earnings from the sale of rice. With this in mind, we may examine 
more closely the possibilities of more substantial contributions to domestic 
finance from the various types of taxation. 

Customs rates and excise duties on imports were broadly progressive taxes, 
and rates were set partly with a view to protecting burgeoning local industry. 
In general, rates were lowest on essential goods bought by low-income groups 
and highest on luxury goods. Revenues from these taxes were strengthened 
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Reparations — — — i.6 14.0 lo.o 10.9 

Source: Economic Survey of Burma, various years. 

a. To be consistent with Table 73, this figure should be K 9.5 crores. Discrepancy is due to inconsistency in source. 
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during the period by selective rate increases. Their capacity to contribute to 
domestic finance was, however, more heavily dependent on the total volume 
and value of imports than on the rates themselves. Thus in 1955^56 and again 
in 195^-59, revenues from these sources declined significantly in spite of higher 
rales because the volume of imports for the private sector was curtailed. In 
any event, it may be said that the Government acted in reasonably effective 
fashion to exploit the possibilities for added customs and sales tax revenues 
through selective rate increases, even though it did not accept Musgrave’s 
recommendation that the base of sales taxation rates be broadened. 

Musgrave’s recommendations in 1954 also stressed the desirability of broad- 
ening the income tax base by lowering the personal exemption level, although 
he did not anticipate that this would make a sizable early contribution to 
domestic finance. Substantially, company income taxes were paid only by the 
(iovcrnmenl boards and corporations and by the larger (mostly foreign) 
firms. Personal income taxes were paid mostly by civil servants and employees 
of the larger firms. The share contributed by personal income taxes, as com¬ 
pared with company income taxes, w'as rather small. Since firms and govern¬ 
ment organizations paid income taxes at the rate of 50 per cent and private 
firms paid business taxes of 8 per cent in addition, these rates could not very 
well be increased. The collection of income taxes from firms and individuals 
other than those mentioned was administratively difficult. Nevertheless, more 
effective enforcement of existing income taxation, chiefly vis-a-vis small busi¬ 
ness firms and traders, offered far greater possibilities for revenue gains than 
did cither rate increases or lowering of exemption levels. 

The problem here was that so few of the firms kept proper books, and that 
the Government did not require them to do so. Essentially, the tax obligation 
of the smaller firms was set by a process of adjudication or negotiation be¬ 
tween the firm and an income tax officer; if the firm’s tax return seemed 
questionable, the officer reviewed it and, in effect, negotiated an amended 
return with the taxpayer. Many firms made no returns at all. Musgrave recom¬ 
mended registration of all firms and a system of penalities that would dis¬ 
courage fraudulent reporting. Persistent underreporting, he suggested, should 
be taken as prima facie evidence of an intent to defraud, and minimal book¬ 
keeping rquirements for all reporting taxpayers should be imposed. Such 
measures could have made a welcome contribution to increased revenues, 
particularly for 1954-55 and 1955-56, when sharp increases in the market 
prices of imported commodities made for substantial windfall profits for the 
importing and trading communities. Unfortunately, the Government did not 
follow the recommendations. 

Before World War II, the land revenue tax had been the Government’s 
largest single source of income, contributing approximately 40 per cent of all 
tax revenue. The negligible role played by land revenue during the develop- 
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ment period naturally raises the question why this once important source was 
permitted to lapse into insignificance. The chief justification lies in the fact 
that the nation’s paddy farmers were already paying a large indirect tax in 
the form of the dilTercnce between the fixed price paid by the CJovernment 
for their paddy and its export value. This amounted to as much as, or more 
than, what they had paid in land revenue taxation in pre-war days. The 
di(Terence was that, in the post-war period, their contribution was accumu¬ 
lated by the State Agricultural Marketing Board and found various ways into 
the Government treasury. Thus the adjustment of land revenue assessments 
to make allowance for the price increases which had meanwhile occurred 
would have imposed a heavy and inequitable double burden on the paddy 
farmer. At the same time, however, failure to act on land revenue taxation 
permitted the non-paddy farmer to escape payment of his fair share. Ob¬ 
viously, action on this front was in order. Musgrave proposed to restore land 
revenue taxation to an important position in the tax structure. His suggestions 
would have expedited the reassessment process, placed the tax on farm income 
rather than on the economic rent basis which prevailed before World War II, 
and provided differential treatment for paddy and non-paddy farmers. Here, 
too, the Government failed to take effective action, although it appeared for a 
time in 1957 that it might do so. 

Since the estimated gains from all Musgrave’s tax recommendations would 
have amounted, by the end of the decade, to about K 16 crores per year, it is 
clear that, even if they had all been adopted, action on the tax front at best 
could have gone only part of the way toward meeting the resource require¬ 
ments of the minimum public capital expenditure program actually carried 
out. Additional contributions to domestic finance would have been needed. 

The chief possibility resided in the Government-owned boards and corpora¬ 
tions. As we have seen in Table 71, by 1956-57 their scale of operations on cur¬ 
rent account approached K 200 crores, on both the receipts and the expendi¬ 
tures sides, yet their net surpluses on current account, as shown in Table 73, 
were negligible, even after bolstering by S.A.M.B. profits. Of all these, by far 
the most important was of course the State Agricultural Marketing Board it¬ 
self. 

Note has already been taken of the various ways in which the earnings of 
this important engine for resource mobilization found their way into the 
public treasury, and of the fact that for 1952--53 and the following two years 
this contribution averaged about K 40 crores per year. S.A.M.B. earnings, as 
we have seen, fell away sharply in the years following. These declines could 
have been checked by larger export sales based on the rice surpluses actually 
available, by the prevention of spoilage, and by reductions in S.A.M.B.’s costs 
of operation. Sufficient comment has already been made on why S.A.M.B. 
failed to achieve higher export volumes. This failure resulted in substantial 
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revenue losses when spoiled rice was sold in later years for feed and industrial 
purposes at far lower prices than it would have brought as food. Excessive 
costs and loss of revenues were due also to inefficient procurement, poor mill¬ 
ing, extra transport, storage and handling charges, pilferage and poor con¬ 
trols generally. A broad gauge of the additional income potentials from the 
rice trade is the fact that while export rice cost S.A.M.B. 2^8 or ^29 sterling 
per ton in port cities, it was estimated that private millers, operating far more 
efficiently, could supply export rice in port cities for about £22 per ton. This 
difference in cost of ^6 to per ton, applied to exports of 2 million tons, 
indicates a loss of ^12 to /'14 million, or K t6 to K 19 crores per year. Of 
course, such additional revenue could have been obtained only if the rice ex¬ 
port trade had been entrusted to the private sector, and if the entire incre¬ 
ment in earnings had been recaptured by a matching tax on rice exports. If 
exporters had been permitted to retain one quarter of the increased earnings, 
government revenues could have been increased by about K 12 to K 15 crores 
per year. Such a difference would nearly have matched Musgrave’s estimate 
of the potential of increased tax revenues. 

The economic consultants recommended denationalization of the rice ex¬ 
port trade on two separate occasions. The Ciovernment was not willing, how¬ 
ever, to acknowledge the failure of nationalization, even for the greater effi¬ 
ciency and revenues in prospect. Efforts were made to spur export volumes 
and to achieve greater efficiency. The latter attempt was hampered by pre¬ 
vailing administrative limitations and the lack of experienced management. 
One Israeli technician, Dr. Lieber, made a substantial contribution here, but 
the situation required many more such people, with real authority. If the 
Government had been able to reduce S.A.M.B.’s excessive costs and losses by 
per ton, annual exports of 2 million tons would have yielded an addi¬ 
tional £() million or K 8 crores per year. 

Substantial opportunities for increased surpluses existed also in the current 
operations of other state-owned enterprises, and could have been achieved by 
increasing sales and revenues, by effecting cost reductions or by adjustments 
in pricing policy. Consideration of these possibilities will require reference to 
data on the current income and expenditures of the larger state-owned boards 
other than S.A.M.B. with significant operations on current account. These 
data are shown for 1956-57, a good year, in Table 76. 

Of these boards, by far the largest was the Civil Supplies Management 
Board, engaged in the supply of essential commodities to the public. The com¬ 
modities handled were both foreign and domestic in origin, and comprised 
chiefly low-grade textiles, tinned milk and baby foods, cotton and silk yarns, 
rubber tires and building materials, including cement. For considerable pe¬ 
riods of time, the C.S.M.B. had a complete monopoly on the import and 
distribution of the foreign commodities it handled. Its markups were rela- 
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Table 76 


Current Income and Expenditures of 
Larger State-Owned Boards, 1956-57® 

{K Crores) 




Income 

Expenditure 

Surplus ( + ) 
or 

Deficit (—) 

I. 

Civil Supplies Management Board 

47.0 

46.3 

+ .7 

2. 

Union of Burma Purchase Board 

II.I 

11.6 

— -5 

3- 

Union of Burma Railways 

8.7 

8.5 

-h .2 

4- 

State Timber Board 

6.9 

5.8 

+ 1.1 

5- 

Commerce Development Corporation 

5-5 

5-3 

+ .2 

6. 

Inland Water Transport Board 

4.0 

3-1 

+ -9 

7- 

Hlcciricity Supply Board 

1.2 

2.3 

—1.1 

8. 

Rangoon Electricity Supply Board 

1.9 

1*3 

+ .6 

9. 

Port of Rangoon 

3-2 

2.6 

+ .6 

10. 

National Housing Board 

.6 

1.3 

— .7 

11. 

Union of Burma Airways Board 

1.1 

1.2 

— .1 

12. 

Union of Burma Shipping Board 

1.1 

l.T 

— 


Source: Budget Estimates of the Government of the Union of Burma, 1958-59, Book III. 


a. This listing docs not include the largest organization of all — the S.A.M.B. — whose finances 
arc unpublisheil. It also excludes many large organizations whose activities are capital expendi¬ 
ture, and which did not have, at that time, significant operations on current account. 


lively modest and barely sufficed to cover administrative and other costs. 
While the distribution side of the operation was far from efficient, the more 
significant possibility of savings probably lay on the procurement side. 
C.S.M.B. had no agents of its own abroad to report favorable purchase op- 
portunitics. Hampered by strict regulation and controls, it could not operate 
as would a private concern to negotiate favorable arrangements with captive 
suppliers, undertake forward commitments when this was advantageous, act 
quickly to buy up distress merchandise, or concentrate its purchasing in vari¬ 
ous lines to obtain favorable prices during off seasons. Apart from the tre¬ 
mendous savings possible on the procurement side, a more rational pricing 
policy — selling essential items like baby foods at only a little above cost and 
using higher markups on less essential commodities — would have produced 
additional earnings. The failure to employ such pricing merely provided op¬ 
portunities for C.S.M.B. distributors — chiefly the cooperatives — to sell their 
supplies to the black market, or for the C.S.M.B. staff to do the same directly 
and pocket the difference. When individual consumers were able to buy at 
standard C.S.M.B. prices, they frequently resold the goods at higher prices. 
Additional revenues of K 3 to K 5 crores would have been feasible, without 
exploiting fully the distortions in local market conditions. 

Much of the foregoing applies equally to the Union of Burma Purchase 
Board, which was responsible for some time for all procurement for Govern¬ 
ment organizations, and responsible throughout the period for purchasing all 
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common user items for Government agencies. Although this organization 
added 10 or 12 per cent to the landed cost of purchased goods through its 
charges to the organizations it serviced, inefficient operations resulted in 
deficits rather than profits."* It might well have delivered a revenue of K i 
crore rather than a loss. 

The potentials of the State Timber Board lay chiefly in higher levels of 
sales and shipments and in better milling to reduce waste and upgrade out¬ 
put. These potentials were considerable. The Commerce Development Corpo¬ 
ration, with exclusive monopolies for the export marketing of rubber and 
cotton, should have delivered K i crore of surplus on the volume of goods 
handled, rather than a virtual break-even. The Inland Water Tranpsort 
Board, operating for much of this period at excessive freight rates because of 
the comparative safety of water as against road transport, should have deliv¬ 
ered at least double the surplus shown. Its failure to do so was due to exces¬ 
sive staffing, inadequate maintenance and widespread graft and corruption. 
Hie addition of new craft did not result in greater reported volumes of traf¬ 
fic carried. Periodic checks showed many passengers and much freight trav¬ 
eling on the Board’s river craft without [laymeni. Widespread pilferage and 
damage were also costly. 1 he Union of Burma Railways Board, also operating 
at high freight and passenger tariffs, delivered practically no surplus, for simi¬ 
lar reasons. Lack of discipline in the railway shops kept much rolling stock 
out of service and increased turn-around lime. The organization was over¬ 
staffed. Passengers and shippers both avoided payment for transport services 
by paying petty graft to a corrupt staff. And a more rational rate structure 
undoubtedly would have increased the volume of operations and revenues 
in sizable degree. 

The ojierations of the Electricity Supply Board were particularly inefficient; 
its expenditures were more than double its income. This was due in many 
cases to the generation and distribution of power in areas where revenues did 
not suffice to pay even the cost of the fuel used to generate the power. Man¬ 
agement was virtually non-existent. The organization was badly overstaffed. 
Collections were poor. The huge deficit was due also to the previously men¬ 
tioned failure to solve the subsidy and interest rate questions essential to the 
development of a rational rate structure which would promote more power 
use. If the operations of the E.S.B. could not have been put on a profitable 
basis, surely the deficit could have been eliminated. 

The current operations of the National Housing Board also showed a 
deficit larger than total current income. This was due chiefly to a mistaken 
policy of subsidizing public housing in a country where subsidies for the 
urban poor could come only from even poorer rural citizenry. The Union of 


8 . This accounting loss docs not reflect fully the true loss to the Government from tlie opera¬ 
tions of this Board. Its inefficiency often resulted in costly supply delays to the organizations 
serviced, and in the supply of goods of incorrect specifications as well. 
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Burma Airways Board, plagued by Government controls which prevented its 
operation on a business-like basis, could not produce a profit even though it 
had a high load factor, operated fully depreciated equipment, and charged a 
tariff equivalent to 6 cents per mile in a country where average per capita 
income was little over per year. This was due chiefly to pilot shortages and 
poor maintenance, which prevented the line from keeping its Dakotas in the 
air enough of the time. 

This brief review has suggested that a determined effort on the part of the 
Government could have been productive, in the case of boards other than 
S.A.M.B., of an additional K 10 crores or more per year, through the reduction 
of deficits or increases in earnings. With the S.A.M.B. operating as a state 
venture, but more efficiently, combined additional annual revenues could 
have approached K 20 crores. With the S.A.M.B. liquidated and rice returned 
to the private trade, additional annual revenues could have been even larger. 
These possibilities, together with those in the tax field outlined by Musgrave, 
could have yielded additional revenues approaching K 40 crores per year. 
These were the major, but by no means the only, possibilities available to the 
Government for strengthening domestic finance. 

Still other important possibilities — some non-recurring in nature — were 
the reduction of waste in capital expenditure, the sale of public housing, the 
sale of shares in the Government’s industrial enterprises to the public, the im¬ 
proved collection of outstanding loans to agriculturists and others, the as¬ 
sumption by local governmental bodies of some financial responsibility for 
schools, water supply and other local functions, more effective savings cam¬ 
paigns, greater encouragement to private enterprise in order to enlarge the 
tax base and, above all, the re-establishment of civil order to permit the econ¬ 
omy as a whole to recover more swiftly. It was the failure of the Government 
to move vigorously forward on all these fronts which constituted its failure 
in domestic financing. 

WHY THE POTENTIALS WERE NOT REALIZED 

This failure was not for want of vigorous and often pressing proposals for 
action. The economic consultants urged all these measures at one time or 
another as the occasion served, and particularly at the annual budget-making 
time. The failure of the Government to act on most of them, and then only in 
minor degree, was due to a variety of reasons. First, it must be conceded that 
the Government did demonstrate a fair measure of self-discipline on the ex¬ 
penditure side in resisting strong pressures for increased current and capital 
expenditures. Second, it had overcome a strong initial repugnance to borrow¬ 
ing, especially from abroad. Third, it had macie what it felt was an extraor¬ 
dinary effort to increase rice sales and shipments by lowering prices and by 
negotiating barter sales. The Government therefore felt it had already made 
substantial sacrifices on behalf of the capital program. 
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So far as taxation was concerned, the Government was perfectly willing to 
tax foreigners, luxury and sin. It imposed a heavy per capita burden on its 
resident aliens by sharply increasing entry and renewal of registration permit 
fees. It increased, without reluctance, duties on goods bought by higher in¬ 
come groups, and since liquor and tobacco were repugnant to the Buddhist 
scale of values, it was perfectly willing to tax these to the point of diminishing 
returns. But it was not willing to tax in ways that might pinch substantial 
numbers of voters or, for that matter, to reduce or eliminate costly subsidies 
or favors which insured continued political support for the A.F.P.F.L. It 
should be acknowledged that these political considerations had a meritorious 
aspect. There was a serious regard for the welfare of the common man — the 
Itidu — and a disinclination to impose additional burdens on him. But with¬ 
out taxation which reached the masses of the people, there could be no vigor¬ 
ous effort at domestic finance. As regards the more effective enforcement of 
existing taxes, the chief opportunity here ran counter to the cherished Bur- 
manization policy. The Government was reluctant to enforce tax collections 
more effectively against Burmese traders whose economic position it was try¬ 
ing to strengthen. And in many cases, it was these very traders who were 
relied upon for contributions to A.F.P.F.L. party funds. 

So far as improving the efficiency of the major boards and corporations was 
concerned, the magnitude of this opportunity never really struck home. This 
was partly because the leaders were simply too inexperienced in practical 
affairs to appreciate the potentials, and the lack of proper accounting made it 
difficult to demonstrate them clearly. The ideological position that profits in 
the private sphere equated with exploitation probably affected the leaders’ 
views on profit-making in public enterprises as well. In any case, the staffing 
and operation of public enterprises were so intimately connected with the 
total administrative process and so affected by political considerations that the 
mounting of an effective attack on their inefficiency would have required 
almost a political and administrative revolution. Indeed, the leadership may 
well have felt its position was so insecure as to make exceedingly dangerous 
any program that would alienate the followers, hangers-on and parasites to 
whom it looked for support. 

The Government could not very well sell public housing, tenanted largely 
by underpaid civil servants and political favorites, without taking a huge and 
difficult-to-conceal loss or opening the way for substantial rent increases. 
While there was for a time some disposition to consider the sale of shares in 
the Government’s new industrial enterprises, the leaders did not know how 
to go about disposing of them, and they suspected that implementation of 
this policy would require large and again difficult-to-conceal capital write¬ 
downs — an embarrassing prospect. The more vigorous collection of outstand¬ 
ing loans, and insistence on the assumption by local government bodies of 
increasing financial responsibility for local services, also threatened the loss of 
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political support. Encouragement to the private sector went against the ideo¬ 
logical grain of most of the leaders, and such steps as were taken were halt- 
ing, grudging or the accidental l)y-'})roduct of still other situations — as in the 
case of the loans extended to the private sector tor the purchase of machinery 
from barter account countries whose credits could not be used otherwise. The 
reasons which underlay failure of the Government vigorously to attack the 
prt)blem of civil disorder have already been explored. 

It may be concluded from the foregoing that Burma could, after a period 
of preparation, have financed a public capital program of K 50 crorcs per year 
out of current domestic resources, given the determination to do so. With 
foreign aid as well, she could have financed a substantially larger program. 
Indeed, the economic consultants for a time favored a step-up in the rate of 
public capital investment to K 60 crores, K 65 crores and K 70 crores for the 
three years beginning 1957“58. This position, incorporated in the Four-Year 
Plan of 1957, was based, however, on several conditions, including cfTectivc 
efforts to strengthen domestic finance. When it became clear that the Govern¬ 
ment was not prepared to meet the conditions, the position was abandoned. 
It may also be concluded that the additional resources required for the K 50 
crorcs j^rograrn could have come largely through greater increases in na¬ 
tional income, the elimination of waste and inefficiency in the public enter¬ 
prises and improved tax enforcement rather than out of the standard of living 
of actual producers; and that commitment to the continued nationalization 
of rice exports, to existing administrative and political behavior patterns, to the 
Burmanization policy and to a congeries of outmoded Socialist ideas and 
attitudes, as well as continued laxness with respect to civil disorder, effec¬ 
tively deterred such resource mobilization. It may further be concluded that 
foreign aid not only helped Burma to sustain her program, but helped to 
postpone the day when she would have to face up to the realities of financing 
her development. So long as this easier road was available, the Government 
was under no immediate pressure to take the more diffieult, though sounder, 
way. In this sense foreign aid was debilitating as well as helpful. 

THE PROBLEM OF DEVALUATION 

Perhaps one other problem of finance should be discussed — the problem of 
devaluation. As of 1955-56 and 1956-57 there were many elements in the 
situation which seemed to favor devaluation of the kyat to help meet the 
problem of domestic finance. In the first place, since S.A.M.B.’s sales were for 
foreign exchange, the conversion of its sales proceeds into local currency at a 
devalued rate would increase its earnings and hence its ability to contribute 
to Government revenues. Secondly, part of the additional revenues could be 
paid to the paddy cultivator in the form of a higher purchase price for do¬ 
mestic paddy. This would not only reduce the inequity under which the 
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paddy farmer labored as compared with nompaddy farmers, but might also 
act as a spur to increased paddy output. Third, since most imported goods 
were then selling for prices 50 to 100 per cent higher than landed cost, de¬ 
valuation would not necessarily raise prices to the consumer, but would tend 
to come out of the windfall profits then being enjoyed by importers and 
distributors, who were, for the most part, evading taxation. Devaluation 
would also s[)ur export of minerals, timber and other products, as well as that 
of rice, stimulate domestic production, reduce the propensity to im}X)n and 
the temptation to capital flight, and cut down the need for import and foreign 
exchange controls as well. Finally, since the kyat was being sold on the black 
market at some 40 per cent of its value by people who wanted to get money 
out of the country, and traded at such rales in the free Ikmgkok and Flong 
Kong markets, it could be argued that most of the effects of devaluation had 
already been registered. 

These considerations were seriously debated within the economic consult¬ 
ants' group, although they were at no time presented to the Government for 
consideration. Major reasons for doubting the advisability of devaluation were, 
first, a conviction that it should be only a last resort after all other possible 
corrective measures had failed; second, the belief that supply deficiencies, 
due primarily to administrative bungling and the temporary necessity to rely 
on restrictive barter credits, would soon be corrected, with a substantial easing 
of prices for imported goods; third, the expectation that with rice export prices 
stabilizing and volumes increasing, foreign exchange availabilities would per¬ 
mit the inflow in the future of an adecjuate volume of imports; and, finally, 
serious doubt whether an increase in the domestic price of paddy would, in 
the face of continued civil disorder, actually result in a sizable increase in paddy 
production. The weakness of the kyat in illegal domestic and free foreign mar¬ 
kets reflected the stringency of the Cjovcrnment’s transfer and remittance con¬ 
trols vis-a-vis its large resident alien groups as much as it did a basic weakness 
in the currency itself, and in any case, the volume of such trading was limited. 

These negative considerations seemed at the time to make advisable the 
postponement of a decision on devaluation. When the Government in 195^-57 
introduced further distortions in the structure of the import trade in the form 
of the joint Venture Trading Companies and domestic prices stabilized at 
levels near their swollen peaks instead of declining, the case for devaluation in 
the fall of 1957 seemed stronger than it had been before. But in the last analy¬ 
sis there was continued doubt whether a devaluation of the currency and a 
higher domestic price for paddy would indeed result in a substantial in¬ 
crease in paddy production. It was this, combined with the conviction that 
dynamic action to strengthen the tax structure and to improve the eflicicncy 
of board and corporation operations could solve the finance problem, which 
influenced the economic consultants against recommending devaluation. 



CHAPTER 26 


Problems of Annual Budgeting 
and Programing 


The annual budget and program set targets for development spending each 
year, adapting the long-term program as required, and attempted at the same 
time to insure economic stability. Severe fluctuations in the Government’s 
financial fortunes, sharp swings in the international balance of payments and 
disparate rates of progress in the various economic sectors gave the annual 
budget-making and programing processes an even greater importance than 
they otherwise would have had. Because of these factors, the processes pre¬ 
sented novel and major challenges each year. Those responsible for meeting 
the challenges required steady nerves, flexibility, technical grasp and incisive 
judgment. 

THE INTEGRATED PROCESS 

The budgeting and programing processes, while not identical, had of neces¬ 
sity to be coordinated. The Union Government Budget, as we have seen, 
accounted for only some 40 per cent of the Government’s total financial activi¬ 
ties and had to be set within the broader framework of the comprehensive 
budget for the public sector as a whole. Program decisions had to take ac¬ 
count of probable impact on the domestic money supply and the international 
balance of payments. These were projected, tested and shown, as reconciled, in 
the cash-consolidated and foreign exchange budgets. It was also necessary, for 
practical reasons, to coordinate these program elements with an import pro¬ 
gram.^ And in many cases, capital expenditure programs required comple- 

I. In the earlier years, all these program elements were set within the even broader framework 
of an explicit economic budget for the nation, which projected the national output by the cco- 
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mentary provisions in the current expenditure budget. The testing of pro¬ 
posed programs against the comprehensive and cash-consolidated budgets 
frequently called for adjustments in the Union Government Budget, in the 
form of either curtailments of proposed expenditures or action to augment 
revenues. Finally, the budget review afforded the planners their best oppor¬ 
tunity to judge how effectively capital projects and programs were being 
implemented, to probe for soft spots in the program and to put pressure on 
the implementing agencies to take remedial action. 

The integrated budgeting and programing operation began in March and 
was timed so that the completed product could be presented to the budget 
session of the Parliament late in August. The budget call went out, ordinarily, 
in February. Submissions were made in duplicate to the Ministry of Finance 
and Revenue, which forwarded copies to the Ministry of National Planning. 
The Finance Ministry was primarily responsible for estimates of tax and non¬ 
tax budget receipts, while the Planning Ministry developed the total re¬ 
source picture, which included estimates of board and corporation surpluses 
and foreign resources. The Finance Ministry reviewed the current expendi¬ 
ture submissions of the ministries and departments, and determined the total. 
The Planning Ministry was responsible for review of the current operating 
budgets of the boards and corporations and for the capital budget review. 
Actually, the Finance Ministry reconciled its estimates of budgetary revenues 
and current budgetary expenditure needs with the Planning Ministry, while 
that Ministry reached agreement with the Ministry of Finance on the esti¬ 
mates for which it took prime responsibility. Usually, Finance estimated 
receipts low and current expenditure needs high, so as to show less available 
for capital spending. But it generally recognized the criticisms made by the 
Planning Ministry of its initial figures, and revised them accordingly. 

The review of current and capital budgets took place concurrently within a 
framework of tentative, comprehensive, cash-consolidated and foreign ex¬ 
change budgets worked out by the Planning Ministry on the basis of the broad 
initial agreements. Thus if the broad program projections indicated that cur¬ 
rent budgetary expenditures of, say, K 90 crores and a capital expenditure 
program of, say, K 50 crores would be feasible, and that foreign exchange 
available for public capital expenditures would be, say, K 30 crores, the Fi¬ 
nance and Planning Ministry reviews would proceed with these indicated 
over-all limitations in mind. During the process, budget and program would 
be adjusted to each other and, finally, to such changes as might be made in 


nomic sectors and the major uses of the resources so generated. For reasons which will by now 
be apparent, the outcomes for 1954-55 were so wide of the projections in the economic budget 
for that year that this broadest of programing devices was discontinued as a formal exercise and 
was thereafter utilized only informally within the Planning Ministry. 
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the key figures. Meanwhile, the Minister of Finance, the Minister for Na¬ 
tional Planning and the Chairman of the Economic and Social Board (in the 
latter two instances the Prime Minister was for most of the period the effec¬ 
tive, if not the nominal, minister in charge) would be advised by their secre¬ 
taries of the way budget and program were shaping up, and their views 
would be obtained on the major policy questions involved. Upon completion 
of the work at the staff and secretaries’ level, the proposed budget and pro¬ 
gram were submitted to the Economic and Social Board, and then to the 
Cabinet for approval. 

Presentation to the Parliament, under the circumstances, was a formality 
only. It was made by the Finance Minister, who submitted not only the pro¬ 
posed Union Government Budget and, separately, the proposed current and 
capital cx[)enditure budgets of the boards and corporations, but also the an¬ 
nual Economic Survey prepared for him by the Ministry of National Plan¬ 
ning, which included the comprehensive and cash-consolidated budgets as 
well. The foreign exchange budget remained an internal executive document 
and was neither presented to the Parliament nor made available to the public. 

In this process, the economic consultants served not only as advisors but 
also as the programing and budget review staff of the Planning Ministry. 
Fortunately, the Central Statistical and Economics Staff of the Planning 
Ministry were able, over the years, to play an increasingly important role. 
Toward the latter part of the period, the C.S.E.D. prepared independent 
estimates of resources, requirements and the like, and also independent analy¬ 
ses of capital budget submissions for consideration by the capital budget 
review group. By this time the consultants were able to take the quite capable 
C.S.E.D. estimates as a point of departure, rather than carry through the 
programing exercise from the beginning on their own. 

If the Finance Ministry had had stronger leadership and staff, it would 
probably have played a much more important role. As it was, the Ministry of 
National Planning had the services of the economic consultants and of its 
own rapidly developing economic staff, while the Finance Ministry lacked 
the staff and know-how necessary to cope with programing and fiscal prob¬ 
lems. Only toward the end of the period, when Bo Khin Maung Gale became 
Minister, did the Finance Ministry show signs of dissatisfaction with its 
relatively unimportant role. It thereupon made arrangements, through the 
International Monetary Fund, to obtain on loan the services of a competent 
professional, Mark Wycelkowski, to assist it in developing its own policy 
positions and in organizing a stronger budget review staff. Wycelkowski 
promptly proceeded to organize the equivalent of a bureau of the budget 
within the Ministry, and despite his relatively short tenure, succeeded in get¬ 
ting the Ministry to take the initial training steps. 



Annual Budgeting and Programing 


435 


COORDINATION 

This description of the annual budgeting and programing process suggests 
that one of the major problems was coordination between the Ministries of 
Planning and Finance. Actually, with one quite important exception, this 
proved to be practically no problem at all. The Planning Ministry was careful 
not to usurp any of the traditional responsibilities of the Ministry of Finance, 
particularly with respect to estimates of tax revenues and the review of cur^ 
rent budget requests. The Ministry of Finance, on the other hand, not only 
lacked the staff, the technical competence and the inclination to tackle the 
programing job; it had no desire to take responsibility for the formulation of 
fiscal policy or the review of capital programs. Even when it mistrusted or 
disapproved the way the development program was going, it was generally 
not inclined to dispute the proposals of the Planning Ministry, provided only 
that it was clear to all concerned that the Ministry of Finance took no respon¬ 
sibility for the proposed programs. 

The two ministries found little difficulty in reaching agreement on the key 
figures — the total resources and foreign exchange likely to be available, and 
the limitations which should be imposed on total current Government ex¬ 
penditure, total capital spending, foreign exchange payments and imports for 
private use. The Ministry of National Planning did not question the Finance 
Ministry’s distribution of the total amount agreed upon for current expendi¬ 
ture, and the Finance Ministry was not much concerned with the way the 
total agreed upon for capital expenditures was allotted. In any event, the so- 
called Q)mmittcc of Deputies (later called the Committee of Experts) set up 
early in 1955 to review and reduce the 1954-55 capital program was, during 
the remainder of the program period, an effective instrument for coordination 
of the work of the two ministries. The Secretary of the Ministry of Finance 
was one of the most influential members of that Committee, which not only 
reviewed the capital budget submissions of all ministries, departments, boards 
and corporations and determined the allotments to be recommended to the 
Economic and Social Board and the Cabinet, but also reviewed and approved 
all other elements in the program—resource appraisals, the comprehensive, 
cash-consolidated and foreign exchange budgets, the complementary policy 
recommendations, and the import program as well. In effect, then, the Plan¬ 
ning Ministry did the staff work for an inter-ministry coordinating group in 
which the Finance Ministry played a leading role. Both Planning and Finance 
were committed to the program so developed. 

Coordination was seriously lacking only in reviews of the current and 
capital budgets of individual agencies or activities. Thus, the capital program 
approved for the Department of Agriculture might require a substantial ex- 
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pansion of the agricultural extension staff, and provision for this would be 
needed in the current budget. Or the capital expenditure programs of the 
Irrigation and Highways Departments might require provision in their cur¬ 
rent budgets for expanded engineering staffs. Since the Secretary of the 
Ministry of Finance was the only person in that Ministry familiar with the 
capital expenditure program, and since he did not personally participate in 
the review of its current budgets, the current budget frequently, and some¬ 
times seriously, failed to make provision for essential expenditures comple¬ 
mentary to the capital programs. 

DEFENSE SPENDING 

Another important problem, that of defense budgets, was deliberately by¬ 
passed by the planning officials. Defense accounted for approximately one 
third of all current Government spending, and about one fifth of all capital 
outlays. These requirements were handled separately from the rest of the 
budgeting and programing, and the programers took them as priority claims 
on the available resources. The review of military budgets by civilian officials 
is always a somewhat delicate matter. Since the foreign economic consultants 
played so important a role in the budgeting process, they realized that such a 
review would, in their case, have been intolerable, and they made their aware¬ 
ness of this clear at the outset of the development period. The separate mech¬ 
anism established elsewhere in the Prime Minister’s office for consideration 
of the military budget contributed importantly to the ability of the Planning 
Ministry and the consultants to function effectively on all other aspects of the 
budgeting and programing jobs. And since any increase in law and order 
resulting from higher military expenditures would almost certainly con¬ 
tribute more to economic output than would any other investment, there was 
little reason for the planners to be concerned about them. 

PROBLEMS OF RESOURCE APPRAISAL 

Difficult problems were, however, encountered in connection with the ap¬ 
praisal of resources. These centered for the most part around estimates of the 
rice surplus, the volume of shipments, the prices at which export rice could 
be sold and the profits and foreign exchange earnings of the State Agricul¬ 
tural Marketing Board. Estimates were especially difficult because the budget 
and program had to be whipped into shape during June and July for the 
fiscal year beginning October i, while the first official estimates of the new 
rice crop did not become available until November, and it was only in De¬ 
cember and January that reports from abroad indicated the probable size of 
export surpluses or crop deficiencies in importing countries. Old crop carry¬ 
overs provided some margin for error in new crop estimates, and long-term 
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sales agreements helped in formulating estimates of shipments, but estimates 
of average price were something else again. In view of the importance of rice 
in the resource picture, a fiscal year beginning January i or April t would 
have been much more suitable for planning and programing purposes than 
the October i-September 30 fiscal year. The 1953-54 and 1954-55 budgets and 
programs were thrown off badly because of unanticipated developments in 
rice. Again in 1957-58, a short crop, due to bad weather, threw the budget 
and program calculations out quite seriously and necessitated substantial ad- 
justments in the approved import and other programs. 

The problem of forecasting rice revenues and foreign exchange earnings 
had another interesting facet. The estimates of probable surplus, sales, ship¬ 
ments, prices and earnings were prepared in the first instance by the State 
Agricultural Marketing Board and by the Ministry of Trade Development, to 
which it was administratively responsible, on the basis of crop forecasts pre¬ 
pared by the office of the Commissioner for Land Revenue and Settlements. 
Estimates of export surpluses prepared by S.A.M.B. on the basis of the total 
crop estimates were hampered by lack of reliable data on domestic consumption 
requirements, which that agency tended to overestimate. The S.A.M.B. and 
the Ministry of Trade Development were, moreover, inclined to be extremely 
conservative in their estimates of probable sales and shipments. The Ministry 
of National Planning and its consultants, on the other hand, were always 
under the necessity of putting pressure on these operating agencies to maxi¬ 
mize forward sales and shipments, since accomplishment here was vital to 
the economic objectives of the Government. Yet, when the Ministry of Plan¬ 
ning forced upon these agencies the higher export targets which it regarded 
as not only feasible but mandatory, and these estimates were accepted by the 
Economic and Social Board, it became difficult to resist demands for total 
and foreign exchange spending allotments at levels lower than realization 
of these incentive figures would have made possible. Ideally, higher estimates 
of earnings would have been utilized to provide incentive for the operating 
agencies, while more conservative figures were used for expenditure authori¬ 
zations. So great, however, were the pressures for maximum allotments for 
current and capital expenditures and for import purposes that it was not pos¬ 
sible to make this separation. As we have seen, S.A.M.B. sales and earnings 
entered into the Government revenues not only through income taxes and 
rehabilitation contributions but also through the customs and sales tax reve¬ 
nues, which varied directly with the amount of foreign exchange allocated to 
imports. The S.A.M.B. operation was therefore crucial, and constituted the 
greatest single variable in the over-all resource appraisal. 

The timing of foreign resources was sometimes a problem. Thus, when the 
first P.L. 480 arrangement was made with the United States early in 1956, the 
import program had already taken into account the inflow of cotton textiles 
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to be financed by this program in i955'-56. Actually, agreements with the 
processing countries which were to convert the cotton into fabrics were not 
concluded until July of 1956, and the first P.L. 480 cotton goods began to ar¬ 
rive only toward the end of the fiscal year. Similar difficulties in the timing of 
availabilities were encountered also in using barter credits and, until the flow 
started, in utilization of reparations as well. Some of these difficulties were 
obviated by tying specific expenditure allotments to various loan, reparations 
or other resources. This was intended to insure that the programs would not 
go forward unless the specific resources to which they were tied actually be¬ 
came available in time. While this prevented greater than planned deficits, it 
sometimes slowed down the programs so tied, and held up related programs 
dependent on them. In any case, such delays disrupted the desired balance in 
program implementation. 

Another awkwardness was that such resources could not be used freely 
and economically. Thus, reparations credits were not freely allocable to meet 
any and all needs of the Government but could be used only for capital pur¬ 
poses, and then only for such capital requirements as could be supplied in 
Japan. Barter credits, not nominally restricted to capital requirements, were 
in practice strictly limited by availabilities and delivery prospects. In the case 
of both reparations and the barter countries, prices were often substantially 
higher than in other markets, choice was far more limited and qualities were 
frequently inferior. These considerations often made it uneconomic, though 
necessary, to utilize these restricted resources. The outcome was sometimes 
ludicrous, as when the Rangoon Electricity Supply Board, having been re¬ 
quired to procure copper wire it needed under reparations from Japan, paid 
approximately 2.5 times the U. K. price. In the case of the U. S., tinned milk 
procured under P.L. 480 cost 17 per cent more than that available from 
Scandinavian suppliers. Such conditions made it difficult to get the operating 
agencies to accept allotments so restricted, and provided them with ample in¬ 
centive to evade the restrictions when they could. Thus the allotment and 
control processes were made far more difficult than they would normally have 
been. 

PROBLEMS OF CURRENT BUDGET REVIEW 

The problems involved in the current budget review arose largely out of 
limitations within the Ministry of Finance and Revenue itself and in the 
public administration. In its review of current budget submissions, this 
Ministry was interested chiefly in reducing the total of current spending re¬ 
quests to the limit established. In making such reductions, it did not care 
particularly which ministries and departments were cut, or how. It was not 
interested in examining the submissions carefully with an eye to selective cuts. 
In fact, the Ministry had no staff sufficiently familiar with the duties and func- 
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tions of ihe various ministries and departments to make selective cuts on a 
rational basis. 

The manner in which financial sanctions were exercised by the Finance 
Ministry was also conducive to casual and even sloppy budget review. Ap¬ 
proval of an agency’s budget, and enactment of that budget into legislation by 
the Parliament, did not mean that the agency was thereupon free to spend 
the money, except for the pay of existing staff and routine expenditures. Items 
which involved additions to the staff, procurement of supplies in excess of 
minimum values and most other expenditures had to be submitted first to 
the department’s own ministry for administrative approval, and then to the 
Ministry of Finance for financial sanction. This meant that a large part of an 
agency’s budget, even when legislated, was still tentative and subject to two 
further reviews before the “authorized” monies could be spent. The Finance 
Ministry was therefore not very concerned at budget time with either the 
adequacy of budget submissions or its own review of them. It relied on the 
opportunity it would have later to review specific expenditures more carefully. 
And when requests to spend money were made, the tendency in the Finance 
Ministry was to let them pile up and wait. The reasoning behind this was that 
if a proposed expenditure were really important, the department and the 
administrative ministry concerned would prod the Finance Ministry for ac¬ 
tion. If these agencies did not do so, the request remained part of an ever¬ 
growing pile of “pending” requests. 

Obviously, if the Finance Ministry was not concerned with the quality of 
current budget submissions, the agencies were not going to take great care to 
make their presentations as effective as possible. Weak submissions con¬ 
tributed even further to the disrespect shown by the Ministry of Finance for 
budget submissions. Where a department head or a secretary to the adminis¬ 
trative ministry concerned was vigorous and determined, the Finance Minis¬ 
try might be pressed to expedite sanctions. But in many cases this was not 
done, and many important activities — such as agricultural extension — were 
hampered by delays in getting the financial sanctions necessary. The prac¬ 
tice of passing a supplemental budget each February — that is, toward the 
middle of each financial year — also contributed to careless initial current 
budget submissions and review. If mistakes or deficiencies in the regular gov¬ 
ernmental budget could be corrected at mid-year, it did not seem so important 
to get the budget right the first time. 

Finally, some ministries and departments occasionally relied on the Prime 
Minister’s known interest in their activities, and on their own ministers’ 
ability, to get budget cuts made by Finance restored at cabinet level. This too 
contributed to careless budget presentation and review. Fortunately, such 
changes were seldom of a magnitude to throw the prepared program seriously 
out of balance. 
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PROBLEMS OF CAPITAL BUDGET REVIEW 

Although the comprehensive program, and later the Four-Year Plan, pro¬ 
vided the framework for annual capital budget proposals, agency budget 
proposals frequently included new projects not previously considered, for 
which the justifications were completely inadequate. Time pressures at 
budget time did not permit sufficient examination to determine whether or 
not such requests were justified or practical, and many hasty decisions were 
made. This situation was corrected, after some time, by the ruling that new 
project proposals needed scrutiny and approval by the Planning Ministry be¬ 
fore they could be included in a budget submission. This proved to be an 
excellent control device. 

Another deficiency, particularly on the part of capital spending agencies 
which were also engaged in significant current operations, was poor account¬ 
ing and poor estimates of their net capital requirements, which were based in 
turn on their unrealistic projections of current income, expenditures and sur¬ 
pluses or deficits on current account. Some, like the Electricity Supply Board, 
repeatedly forecast sizable current operating surpluses, only to end up with 
substantial operating deficits. This made it extremely difficult to determine 
the net additional financing they required. 

Also difficult was appraisal of the extent to which proposed annual capital 
programs could actually be implemented within the budget year, and of the 
expenditure shortfall which might occur if the requested allotments were 
granted. There were many programs which it was desirable to expedite. On 
the other hand, if the desired allotments were granted in full, limitations of 
total resources would require other agency programs to be cut back. If it 
turned out that the favored agency was unable to carry out as much of its pro¬ 
gram as had been approved, this meant that some other program had been 
retarded unnecessarily. 

More important than any of these was the fact that, for most of the period, 
foreign exchange imposed limits on the capital budget. The foreign exchange 
component of an agency’s total proposed capital spending had, therefore, to 
be taken seriously into account, especially because it soon became clear that 
foreign exchange allotments could be spent far more quickly than the local 
currency allotments which complemented them. An agency might pay out 
quickly for machinery from abroad, and then delay interminably construction 
of the buildings necessary to house and utilize it. Such imbalanced spending 
tied up scarce foreign exchange. In still other cases, the ability of an agency 
to utilize reparations or barter credits for a given program sometimes made it 
necessary to give the program priority over another which required free 
foreign exchange, even though the latter might merit higher priority on other 
grounds. Still other factors which entered into the decision might be the spe¬ 
cial interest taken in some program by a powerful minister, the extent to 
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which contractual obligations had already been undertaken and the relative 
readiness of some agencies to move ahead more effectively. Thus the criteria 
imposed by practical and political necessities were often far removed from the 
ideal. 

The lack of discipline frequently shown by the operating agencies was still 
another difficulty. For example, while allotments might be made to the Union 
of Burma Railways on the basis of budget submissions for specific uses, that 
agency might divert substantial sums intended for the acquisition of rolling 
stock to build staff housing instead. The Naiional Housing Board would 
divert funds from one project to another it favored more, frequently holding 
up work in progress for other agencies in favor of its own. The telecommuni¬ 
cations program, in particular, was held up by N.H.B. in this way. The 
Electricity Supply Board would divert funds authorized for thermal gen¬ 
erating facilities in larger towns to its own unauthorized “one-a-day” lighting 
program in smaller communities. Agencies would sometimes attempt to 
spend not only the sum authorized for a given year but also the unexpended 
carryover from their budgets of the previous year, even though they knew 
very well that unutilized authorizations might not be carried over from one 
year to the next. During the 1955-56 fiscal year, both the Electricity Supply 
Board and the Industrial Development Corporation came in for large sup¬ 
plemental budget authorizations which created a serious strain on resources 
because they had concealed anticipated carryovers in their budget presentations. 
Finally, in a number of cases, operating agencies ignored the fact that the 
reparations and barter credits allotted to them were part of the financing 
provided for their approved budgets and attempted to spend such sums over 
and above their authorized allotments. As such abuses came to light, controls 
were devised to eliminate them. Meanwhile, however, they weakened the 
program. 

But perhaps the most serious of all the problems connected with the capital 
budget review was the disorderly way in which the agencies were again and 
again called upon to revise and resubmit their budgetary requirements out¬ 
side the budgetary process. Much of this, to be sure, was unavoidable. Thus, 
in February 1955 all agencies were called upon to resubmit their requirements 
for the 1954-55 fiscal year, so that substantial cuts could be made in the pro¬ 
grams previously approved. In April and May of 1955 the agencies were again 
required to submit their requirements, showing for the first time a detailed 
breakdown of the foreign exchange components of their spending needs, 
so that a control system for Governmental foreign exchange payments could 
be instituted. These early 1955 exercises were necessary to adjust spending to 
the radically changed resource picture. 

During June, July and August, the 1955-56 budget submissions were re¬ 
viewed. Again, this was essential. But from September through November 
^955> the agencies were once again required to submit proposals, this time on 
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a three-year basis through 1958-59, so that an austerity capital program could 
be fashioned. In April, May and June of 1956, new submissions through 1959- 
60 were called for and reviewed so that the four-year program requested by 
the Economic and Social Board could be prepared. In June and July 1956 the 
agencies were again involved in the 1956-57 budget review. In January, 
February and March 1957 they were involved in still another review to enable 
the just completed four-year program to be converted into a completely ar¬ 
ticulated plan. And in June 1957 the directives issued by Prime Minister U Nu 
called for the submission of a set of expenditure proposals further to the 
1957-58 budget requests just submitted by the agencies. Some of these later 
exercises were not necessary. They also tended to confuse long-term planning 
with annual programing, though the planners fought hard to keep these 
processes separate. 

These incessant demands upon the agencies for almost continual reformula¬ 
tion of their programs, and the rounds of hearings which followed the re¬ 
submissions, required the chief operating officials to devote an inordinate 
amount of their time to the budget and program adjustment process, when 
they should have been concerning themselves with implementation of the 
programs under way. In ordering these reviews, the policy-makers had no 
idea of the amount of time, work and effort required for the preparation of 
submissions and subsequent review. Both U Nu and U Ba Swe, in ordering 
total long-term program reconsideration at different times, expected this task 
to be accomplished in a matter of a few weeks. One unhappy by-product of 
this kind of exercise was that many of the operating officials and, it may be 
added, many of the planning officials as well, lost respect for the programing 
exercise. They came to feel that the higher authorities were captious, un¬ 
realistic and unsteady in purpose, that they were more interested in paper 
work than in solid achievement and that they had little regard for the 
operating people who had to devote endless hours to carrying out instructions 
so lightly given. The failure of the policy-makers to consider seriously the 
product of all this work was the final blow. It was difficult under these cir¬ 
cumstances to expect serious budgeting and programing performance within 
the operating agencies. Another by-product, also serious, was that the key 
economic secretaries and staff charged with review and program adjustment 
had to neglect other and equally important functions — review of program 
implementation, further analysis of weak projects, supervision and coordina¬ 
tion and policy formulation and adaptation, as well as their individual job 
responsibilities. 

THE IMPORT PROGRAM 

Perhaps the most vexing, if not the most difficult, of the programing exer¬ 
cises was the preparation of the import program, so important to the cash- 
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consolidated and foreign exchange budgets. From the planning point of view, 
the initial difficulty was to gel the fashioning of the import program made 
part of the over-all programing process rather than a private affair conducted 
within the Ministry of Trade Development. However, the need to allot at 
least some portion of the country’s barter credits to the financing of imports 
for the private sector and the role of various public agencies, chiefly the Civil 
Supplies Management Board, in the importation of such goods, provided the 
planning authorities with a valid claim to supervision of the import program- 
ing process, llie administrative deficiencies of the Trade Development Minis¬ 
try, which so badly retarded import license issue and imports during 1955-56 
and which contributed so greatly to the rapid run-up in domestic price levels, 
emphasized the importance of the import program to the economic stability 
for which the Planning Ministry was responsible. Finally, questions of high 
policy were involved in the distribution of import responsibilities among the 
private sector, the Civil Supplies Management Board*, the cooperatives and 
later the joint venture trading companies, and such questions could not be en¬ 
trusted to the Trade Ministry alone. Who sh()uld be given responsibility for 
given imports was as important as how much and what kind of imports 
should be authorized. As has already been indicated, these problems were 
among the most vexing encountered during the life of the eight-year develop¬ 
ment program, and the manner in which they were resolved was about as 
unsatisfactory as any of the high-level determinations made. 

PROBLEMS OF STATISTICS 

The weakness and tardiness of essential statistical data were serious handi¬ 
caps to the annual budgeting and programing process. At various times the 
tardiness or lack of data on foreign exchange reserves, imports, tax revenues, 
expenditures, rice shipments, outstanding rice receivables, project commit¬ 
ments, current barter balances, domestic price levels, consumer expenditures 
and similar matters made it necessary for budget and program decisions to be 
made on the basis of inadequate or obsolete data adjusted by broad “guess¬ 
timates.” One serious instance of this has already been described in Chapter 
10 in connection with the preparation of the 1954-55 program. This deficiency 
was gradually remedied over the years by the strengthening of the Central 
Statistical and Economics Department, which made possible both the develop¬ 
ment of new data and more up-to-date reporting across the statistical board, 
but the deficiency persisted though on a diminishing scale. 

POLITICAL DECISIONS AND COMMITMENTS 

The final, though by no means the least, of the budgetary and programing 
problems, was the disposition to make capital program decisions and com¬ 
mitments at the very highest level without the possibility of considered re- 
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Table 78 

Comprehensive Budget of the Public Sector, 1954-55 to 1959-60, 
Program and Actual 

(K Crores) 
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Table 79 

Cash-Consolidated Budget of the Union Government 
AND Its Effect on the Privately Held Money Supply, 
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10. Increase in private money supply +25.0 +19.3 +19.5 +26.9 +2.3 —14.6 +2.7 +7.7 +3.9 +20.9 

Source: Economic Survey of Burma, 1954 through i960. 

a. Net changes in bank credit, private savings, errors and omissions. 
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view or the opportunity to fit such decisions into the total program in an 
orderly way. The oustanding example of this was, of course, the Soviet “gift 
project” arrangement. Others were the abortive nation-wide reroofing scheme 
of June 1957 and the new Rangoon-Mandalay Highway proposed by the Ne 
Win Government in 1959. another was the repeated reinstatement of the 
Viscount purchase program at cabinet level, after the program-makers had 
recommended its termination. On the resource side, the barter arrangements 
concluded with the U.S.S.R., People’s China and the several countries of the 
Soviet bloc were also made outside the regular planning and programing 
process and caused, as has been seen, endless disruption and confusion. 

Despite these problems, it was possible, though only with great strain and 
difficulty, to keep the annual budgeting and programing process on a fairly 
orderly basis. While, on occasion, individual components in the total annual 
program were thrown rather badly out of gear, it was possible for the most 
part to make compensating adjustments and, after 1954-55, to keep final out¬ 
comes within hailing distance of the original programs. Divergencies be¬ 
tween the annual programs and their final outcomes may be examined in 
Tables 77-79, which compare, for the years for which they are available, the 
Union Government budgets, the comprehensive budgets of the public sector 
and the cash-consolidated budgets with actual outcomes for these years. The 
largest deviations toward the deficit side came in 1958-59 as a result of short¬ 
falls in rice exports and curtailments in the import program. These were re¬ 
flected chiefly in the far larger than programed increase in the privately held 
money supply in that year. 



CHAPTER 27 


Problems of Management 
in the Public Enterprises 


Burma’s public enterprises were responsible for providing the essential public 
utility services on which the entire economy depended, for earning most of its 
needed foreign exchange, for procurement and distribution of a substantial 
portion of all imports, for the execution of most of the public development 
program, for the operation of the new manufacturing facilities and for stim¬ 
ulating and assisting private development in agriculture, mining and indus¬ 
try. We have already examined (in Chapter 25) their great potential contri¬ 
bution to resource mobilization. Clearly, the satisfactory management of these 
enterprises was of tremendous importance to the country’s economy and to 
development efforts. 

THE PUBLIC ENTERPRISES 

The public enterprises were of six distinct functional types. First, there were 
the public utility enterprises engaged in supplying transport, communications 
and electric power services to the public. Most of the transport agencies had 
functioned before World War II as private organizations, and had since been 
nationalized. They included the Union of Burma Railways Board, the Inland 
Water Transport Board, the Union of Burma Airways Board, the Union of 
Burma Shipping Board, the Civil Aviation Board and the Port of Rangoon 
Authority. In addition, postal and telecommunications services were operated 
under departmental auspices. Electric power was generated and supplied in 
Rangoon by the Rangoon Electricity Supply Board, also a private enterprise 
in the pre-war days, while power up-country was supplied by the new Elec- 
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tricity Supply Board, of which the Rangoon Board had been made a subsid¬ 
iary. 

The second group of public enterprises were those engaged in trading 
activities. Of these, the State Agricultural Marketing Board and the State 
Timber Board were responsible respectively for rice and teak procurement, 
processing and exports. The Civil Supplies Management Board was responsi¬ 
ble for the procurement at home and abroad of essential commodities for con¬ 
sumer use. The Commerce Development Corporation was responsible for 
rubber and cotton exports and for supervising the Government’s interest in 
the joint venture trading companies engaged in major import activities. While 
the S.A.M.B., the S.T.B. and the C.S.M.B. came into being early in the post¬ 
war period, the Commerce Development Corporation was organized only in 
1954. 

The third major functional group were the development corporations for 
industry, minerals and agriculture organized in 1952-53. The Industrial 
Development Corporation, the Mineral Resources Development Corporation 
and the Agricultural Resources Development Corporation (later the Land 
Resources Development Corporation) were responsible not only for public 
developmental activities but for the stimulation of private developmental 
activities as well. 

The fourth functional group was concerned with state manufacturing. For 
the most part — as in the case of the steel, jute, sugar, sericulture, cement, tea 
and a number of smaller pilot plants of various kinds — the enterprises were 
conducted under the aegis of the Industrial Development Corporation. There 
were, however, three important exceptions to the I.D.C.’s responsibility. The 
pharmaceuticals plant fell under the Special Projects Implementation Board, 
and the brick and tile factory and the first cotton mill were built and operated 
by autonomous boards. As it approached completion, each of the manufac¬ 
turing enterprises developed by the Industrial Development Corporation was 
placed under the supervision of a sub-board responsible to the I.D.C. 

The fifth group, which may be called the service group, was made up 
primarily of two organizations — the National Housing Board and the Union 
of Burma Purchase Board — whose major function was to service other gov¬ 
ernmental organizations. The Union of Burma Purchase Board existed solely 
to procure supplies for other Government organizations. The National 
Housing Board, on the other hand, was responsible for urban and rural 
housing and community development activities of its own, as well as for act¬ 
ing as agent or contractor for other Government organizations with construc¬ 
tion programs — mostly in the fields of education, health and welfare. In 
addition, the Rehabilitation Brigade, which also performed construction activ¬ 
ities for Government organizations, may be included in this service category. 
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Finally, there existed a miscellaneous or catch-all group engaged variously 
in banking and insurance activities, as in the case of the State Commercial 
Bank, the Pawnshop Board and the Insurance Board, and few others of 
lesser importance.^ 

Since the public enterprises were of highly disparate types, since they had 
been established at various times and had very different experience records 
and since they were somewhat differently organized, the management prob¬ 
lems they encountered varied widely. There was, nevertheless, a very im¬ 
portant group of problems common to all of them, which adversely affected 
their operation. It is with these that we shall, for the most part, be concerned. 

ORGANIZATION OF THE PUBLIC ENTERPRISES 

It is necessary first to understand the organizational setup of the public en¬ 
terprises and the way in which they were related to the Government. The 
Government boards and corporations were created sometimes by executive 
order, sometimes by legislation. The ruling body in each case was a board of 
directors headed by a chairman. The development corporations were crea¬ 
tures of the legislature, and they were headed for some years by the country’s 
three foremost political leaders. Prime Minister U Nu was the first Chairman 
of the Agricultural Resources Development Corporation. U Ba Swe, the then 
Defense Minister and Minister for Mines, was Chairman of the Mineral Re¬ 
sources Development Corporation. U Kyaw Nyein, the then Minister for 
Industries, was Chairman of the Industrial Development Corporation. The 
boards, generally created by executive order, frequently had ministers as 
chairmen, as in the case of the National Housing Board when U Raschid was 
Housing Minister. Senior and trusted civil servants also served in some cases 
as board chairmen, as in the case of U Ko Gyi and later U Ba Khin at the 
State Agricultural Marketing Board. The boards of directors were made up 
exclusively of Government officials — parliamentary secretaries, secretaries to 
the ministries responsible for the boards, secretaries to central or related 
ministries and senior civil servants of somewhat lesser rank. In the develop¬ 
ment corporations where the top leaders served as chairmen, ministers .some¬ 
times served as board members. 

A chief executive officer served under the board of directors. In the case of 
the development corporations his title was director-general. In other cases, he 
might be called chief executive officer, chief engineer or general manager. 
This office was .sometimes filled by the secretary to the ministry most con¬ 
cerned, as in the case of U Ba Tun, Secretary of the Mines Mini.stry, who 
served also as Director-General of the M.R.D.C. The chief executive officer 

I. This grouping intentionally excludes organizations in which the Government engaged in 
joint ventures with private capital, notably in the mining and import fields. Since in such cases 
management responsibility was entrusted to the private partners, their management problems do 
not fall within the scope of this chapter. 
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might also be a retired civil servant recalled to duty, as in the case of U Zin, 
the former Income Tax Commissioner, who served as Director-General of the 

I.D.C. 

Theoretically, each of the public enterj'>rises was autonomous. It was, as in 
the British system, administratively attached to the appro})riate Government 
ministry through which it was to receive Government policy direction, and 
through which it was responsible to the Government. Such policy direction 
and supervision by the Government were obviously essential. The existence 
of the boards and corporations was, however, a recognition that the functions 
assigned to them did not lend themselves to the regular departmental form of 
governmental organization, and, in fact, could not be performed effectively 
under the rules and procedures to which the traditional Government de¬ 
partments were subject. The very purpose of their creation was to free them 
to the maximum degree possible from such controls, and allow them enough 
autonomy to achieve efficiency. The major problem of the managers of these 
enterprises was that they did not, in fact, enjoy such autonomy. 

THE LACK OF AUTONOMY 

In practice, the public enterprises could not determine independently the 
personnel they ret|uired or establish the pay scales necessary to attract and 
hold competent personnel. They could not procure independently the sup¬ 
plies and equipment they needed, award contracts, determine their product 
mix and j’lrices, dispose of assets or arrange for short-term financing, without 
approval by their administrative ministries and the Ministry of Finance. Even 
when, as in some cases, their terms of reference permitted them independent 
decision on some of these matters, they could not exercise the authority in 
practice. 

Over and above the restrictions imposed by the need for administrative and 
financial sanctions and central procurement, the boards and corporations were 
dominated — more negatively than positively — by the ministers who served 
as their chairmen or to whom their board chairmen reported. (The minister 
himself, in turn, might take no position until he had consulted the senior 
political leader whose satellite he was.) Very few of the ministers were capa¬ 
ble or interested.^" Virtually none of them devoted to the affairs of the public 
enterprises the time and attention they reejuired. When they did, their in¬ 
terests— with few exceptions — were more political than objective. In any 
case, they shied away from taking positions on matters unfamiliar to them 
and the importance of which they did not really appreciate — which meant, 
in effect, most of the important questions. 

The negative domination resulted in a sluggish or almost non-existent deci- 

2. Among these, U Raschid and U Kyaw Nyein were outstanding, and Thakin Chit Mating 
and U Tun Win were far above average. 
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sion-making process, and the virtual stagnation of management. The political 
domination resulted in favoritism and nepotism in staffing at higher levels 
and in excessive employment and payrolls further down the line. 

A TYPICAL CASE — THE UNION OF BURMA AIRWAYS 

The application of some of these factors may be illustrated from the 
operating experience of the Union of Burma Airways Board. The political 
overloading of staff at the U.B.A. is apparent from the following figures: 


Flight revenues (lakhs) 

/950-5/ 

130 

195^-57 

156 

Percentage 

Increase 

20 

Expenditures (lakhs) 

99 

146 

47*5 

Employees 

431 

970 

125.1 

Operations 

24 

39 

62.5 

Traffic 

97 

258 

166 

Managerial and accounts 

79 

235 

197*5 

Other 

231 

438 

89.6 


Over a six-year period, flight revenues increased by only 20 per cent, yet em¬ 
ployment more than doubled. Operating fiersonnel increased “only” by three 
fifths, while the number of people engaged in managerial and accounts work 
and in traffic nearly tripled.^ 

In 1956-57, however, the U.B.A. had a total of eleven pilots only, as com¬ 
pared with twenty pilots in 1952. Foreign pilots, who had made up half of the 
earlier pilot force, had quit en masse in a dispute which involved complaints of 
excessive flying hours and inadequate pay scales. The U.B.A. had been unable 
to replace them because the Ministry of Finance refused to sanction adequate 
pay scales. The consequence was that the limited national pilot force had 
even more excessive flying hours and yet aircraft utilization declined to less 
than five hours per day. 

Another handicap was the inability of the U.B.A. to dispose independently 
of surplus non-operating aircraft, which had cost it almost as much as its 
operating Dakotas. In its early years, the U.B.A. had purchased four Doves, 
three Marathons and one Catalina aircraft. These had never operated, and it 
had become clear that they were unsuitable for Burmese conditions. Several 
times the U.B.A. had attempted to dispose of them. On receiving tenders, it 
had submitted them to its own Ministry and the Ministry of Finance for 
approval. On each occasion the lengthy time interval which elapsed before the 
approvals came through had resulted in withdrawal of the bids. In conse- 

3. In the course of the 1958-59 budget review, the Rangoon Electricity Supply Board — one 
of the better-managed enterprises — admitted that at least 40 per cent of its manpower was 
redundant and indicated that it was powerless, because of government tolerance of feather¬ 
bedding and lack of discipline, to do anything about it. 
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qucnce, the redundant aircraft continued to deteriorate, and the U.B.A. was 
unable to liquidate these unproductive assets. 

Another U.B.A. operating problem was that the Government had “re¬ 
quested” it to cut its fares during school vacations and national festivals, 
despite the fact that these coincided with periods of peak traffic from De¬ 
cember to May. Further, U.B.A. planes were frequently commandeered on 
the shortest of notice for ministers’ tours, even though this involved abrupt 
cancellations of scheduled commercial flights. 

It is not suggested that these limitations on the operational autonomy of the 
Union of Burma Airways accounted for all the managerial deficiencies of 
that organization. The U.B.A. had many other weaknesses, of course, for 
which lack of autonomy was not responsible. The fact remains, however, that 
U.B.A.’s lack of autonomy contributed heavily to its operational deficiencies. 
Under such restrictions, management could not be expected to function effec¬ 
tively, even on matters where it was not so restricted. Since U.B.A.’s Board 
Chairman, U Chit, had the confidence of Prime Minister U Nu and personal 
access to him, the U.B.A. was, if anything, in a relatively better position than 
most other boards. The very nature of the service it rendered imposed mini¬ 
mum standards of performance on it. It did, in fact, function relatively better 
than did most other public enterprises. Yet compared to the potential, its 
management and performance were very poor indeed. 

THE LACK OF EXPERIENCE 

Except for the personnel engaged in the older transport and communications 
organizations and the pre-war staff retained by the R.E.S.B., civil servants, and 
certainly the ministers concerned, lacked experience in commercial-type opera¬ 
tions. The ministers had little appreciation of the problems involved in 
public enterprise operation or of the skills, effort and policies required to man¬ 
age them effectively. The staffing of the boards of directors of these enterprises 
was entirely without relation to the abilities and experience needed. In 
designating civil servants to act as members of such boards, no attention was 
paid to the load imposed on senior civil servants who had full-time respon¬ 
sibilities elsewhere. Thus, key secretaries, such as those in the Planning, 
Finance, Industries and other ministries, were made members of five, ten or 
more boards, even though — in addition to the full-time duties of their posi¬ 
tions— they had very heavy responsibilities as members of the Advisory 
Committee of Experts to the Economic and Social Board, the Anti-Inflation 
Committee, the Foreign Exchange Control Committee and many others. 
Under the circumstances, it was impossible for these officials to give the time 
required to their board duties. Nor did the ministers appreciate the desirability 
of appointing qualified individuals from private life to the boards. Yet repre¬ 
sentative lawyers, bankers, accountants, engineers and business men would 
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have made a substantial contribution to better enterprise management. 

Lack of experience was also reflected, significantly, in the choice of chief 
executive officers of the various enterprises, and in the failure to delegate 
internal responsibility and operational authority to them in necessary degree. 
So far as U Nil himself was concerned, he regarded it as far more important 
that the executives be honest than that they be capable. By and large, political 
and personal loyalty was the main criterion used by most of the ministers in 
selecting their executive officers. But on whatever basis the chief executive 
officer was chosen, in no case did his board of directors delegate to him the 
authority he needed to do his job successfully. Countless day-to-day operating 
decisions had to be put before the boards of directors; and, since many of these 
boards met infrequently, they were often unable to cope with the questions 
which had accumulated since their last sitting. Agenda were interminable, and 
most of the agenda items dealt with matters which should never come before 
a board of directors at all. These included such questions as whether one or 
two additional clerks should be hired, whether a telephone should be installed, 
whether a truck should be repaired and similar trivia which should not have 
reached even the general manager, let alone his board of directors. Over¬ 
whelmed as they were with such matters, most boards of directors never even 
considered, or called for consideration of, the far more important cjucstions. 

The lack of experience at policy and executive levels was reflected in other 
deficiencies as well. There was an almost complete lack of appreciation of the 
number of technically qualified people needed in supervisory and executive 
posts, of the importance to cost reduction of near-capacity operations, of the 
role of pricing in achieving greater volume, of the importance of cost ac¬ 
counting in rational management decisions, of the importance of incentives 
and, in general, of how much planning and hard work were required for 
good performance. Lacking an appreciation of what constituted efficient 
operation, the enterprise managers were also not aware of their own limita¬ 
tions, and frequently undertook far more than they were capable of executing 
effectively. This was especially evident in the case of the Industrial Develop¬ 
ment Corporation, Having initiated the first wave of manufacturing enter¬ 
prises— the steel, sugar, jute and other mills — it continued to concern itself 
with plans and negotiations for still other manufacturing enterprises, with¬ 
out any awareness that, while these plants were under construction, a host of 
organizational, staffing, procurement, pricing, production and other problems 
had to be anticipated and prepared for. 

This inexperience also meant that, even in the few organizations where 
competent foreign technicians were available, those responsible for direction 
did not know how to make use of their services effectively, and in fact seldom 
did so. Thus, the specialized management personnel available to the Indus¬ 
trial Development Corporation through the consulting engineers and to the 
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Electricity Supply Board through the E^ord F'oundation were seldom heard 
and seldom used. 

THE LACK OF INITIATIVE 

For a variety of reasons board chairmen, boards of directors and executive 
officers in the boards and corporations failed almost uniformly to display 
initiative or self-reliance. Some of the reasons for this have already been dis¬ 
cussed. The individuals concerned were, in fact, little more than clerks, mes¬ 
sengers or observation posts for the politicians responsible for their appoint¬ 
ment. Most of them were uninterested or lethargic. Others feared censure or 
action by the Bureau of Special Investigation, which might follow mistakes or 
unpopular decisions. In any event, there was little incentive to exercise initia¬ 
tive, or to assume the risks involved in some decisions. Blame for mistakes 
had to be feared; rewards for good performance could not be expected. Not 
only did officials refer to their superiors questions they should have handled 
themselves; they also failed to bring to their superiors questions or problems 
that rec|uired action at high levels. I’hiis, if existing regulations or policy 
stood in the way of effective performance and required action at a higher 
level, officials were unwilling, even when aware of the problems, to submit 
them for consideration. 

POOR COORDINATION 

Coordination with other Government agencies was also a serious problem 
for most of the public enterprises. One reason for this, undoubtedly, was that 
public enterprises made contact with other agencies of Government not di¬ 
rectly, but only through their ministries. But inexperience and lack of initia¬ 
tive contributed even more to this result. Thus, it was found in 1955 that 
lagging timber exports were due not to declining production and sales 
hut to the inability of the State Timber Board to arrange for commercial 
shipping space, and its failure to arrange with the Union of Burma Shipping 
Board to carry timber on Government-owned vessels. (This failure was espe¬ 
cially difficult to understand because the timber was to be shipped to India, 
and Shipping Board vessels were traveling in ballast to Calcutta to pick up 
coal.) Thus, also, the state-owned cotton mill was unable to reach an under¬ 
standing with the Civil Supplies Management Board on the yarn counts it 
should produce, or the prices at which its yarn should be sold. Similarly, the 
state-owned pharmaceuticals plant quarreled with the Civil Supplies Manage¬ 
ment Board over the price the latter should pay for its alcohol, and over how 
much inventory the marketing agency should carry for it. 

Such situations could, and frequently did, persist for many months at a 
time. The instances mentioned came to the attention of the higher authorities 
only by chance, as when the Economic and Social Board inquired into the 
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reasons for lagging timber exports, or in the course of the capital budget re¬ 
view. Left to themselves, the public enterprises might never have solved such 
problems of coordination at all, or brought them forward for solution by a 
higher authority. But problems involving only two organizations were far 
less complicated than were others which involved high-level coordination 
among a number of agencies and related policy action as well. Thus, the 
pharmaceuticals plant was confronted with a number of problems which re¬ 
quired, variously, an increase in the budget of the State Medical Stores 
Board so that it could buy more supplies from the pharmaceuticals plant; a 
reduction in tariffs on bottles and other packaging materials which, illogically, 
were at a higher rate than was paid on competitive imported pharmaceuticals; 
a practical inter-agency program that would insure the effective distribution 
of the yeast tablets which the plant was producing at the rale of one million 
per day, stocks of which already exceeded the 100 million mark; a decision to 
use the molasses by-product of the sugar mills rather than broken rice for the 
manufacture of alcohol. Problems such as these could not be solved by the 
pharmaceuticals plant management by direct negotiation with the Govern¬ 
ment agencies concerned. But the management should have been capable of 
presenting to the Government at the highest policy and coordinating level a 
comprehensive program for action along the lines required. 

THE LACK OF CLEAR-CUT AND APPROPRIATE GOVERNMENT 
POLICIES 

Without question, the lack of clear-cut or appropriate economic policies 
imposed problems on the public enterprises with which they could not cope 
by themselves. These involved, chiefly, capitalization, depreciation, interest, 
wage, price and profit policies. 

The Government had not formulated an appropriate policy for the capital¬ 
ization of the new enterprises. In the construction of the steel and pharma¬ 
ceuticals plants, for example, heavy costs had been incurred for site clearance 
and fill, for laying electrical, water and sewer lines and for other development 
costs, including access roads. These were charged to the enterprises, even 
though a strong case existed for charging them to general development in¬ 
stead. The enterprises paid interest from the date the financial advances were 
made, even though in some cases it would have been more appropriate to 
defer such charges until construction was completed and a reasonable level of 
operation achieved. In some cases it would have been reasonable to consider 
part of the governmental financial advance a subsidy, as in the case of part of 
the Electricity Supply Board’s rural electrification cost. In other cases it would 
have been appropriate to consider all or part of the Government’s financial 
advance an equity investment rather than an interest-bearing loan. In still 
others, it would have made sense to write down the capitalization because of 
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excessive costs due to both inexperience and delays beyond the agency’s con¬ 
trol. But in none of these cases could policy be amended or formulated to 
make possible the desired results. 

Some questions involving pricing and profit policy were more problem¬ 
atical, For example, the output of the jute mill was bought in toto by the 
State Agricultural Marketing Board, and the question arose whether the 
product should be priced at the duty-paid cost of the gunnies previously im¬ 
ported or at a lower price which, while still potentially profitable, would im¬ 
pose the need for more economical two-shift operation on the jute mill. In the 
case of the inefficient cotton spinning and weaving mill, which could not sup¬ 
ply cotton yarns to Civil Supplies at a price competitive with imported yarns, 
the Government determined to protect the cotton mill by requiring Civil Sup¬ 
plies to tie in its sales of scarce but cheaper imported yarns with the compul¬ 
sory purchase of higher-priced cotton mill products. This decision, of course, 
relieved the cotton mill management of the onus of achieving a higher volume 
and reducing its excessive costs. So far as profit policy was concerned, only 
the S.A.M.B. and the S.T.B., of all the Government boards, understood 
clearly that they should maximize their profits to the degree possible. Other 
boards lacked clear-cut directives to guide costing, pricing and profit policies. 

These were not the only policies lacking appropriateness or clarity. An¬ 
other problem of significance was in employee housing. The vested interest in 
public enterprise operation lay in providing housing for their top officials, 
if not for all their employees. The older transport organizations had histori¬ 
cally provided such facilities for their higher officers, chiefly because in pre¬ 
war days these officials were Englishmen who brought their living standards 
with them. The disposition of the I.D.C. in setting up the state manufacturing 
enterprises was to do the same. Housing was also provided, at considerable 
cost, by the pharmaceuticals and the brick and tile factories for both execu¬ 
tives and workers. The provision of such facilities meant, in effect, that these 
enterprises were engaged simultaneously in commercial operations and in 
programs of subsidized public housing at the expense of the general public. 
Though this problem was quite important, the Government never once con¬ 
sented to take it under advisement and to formulate a clear-cut policy on it. 
The only control by the Government was that exercised on an ad hoc basis 
by the budget-makers in allotting capital funds. 

Nor had the Government formulated a clear wage policy for the public 
enterprises, although it was expected that, in general, wages would conform 
to the pay scales prevailing in the regular Government departments. De¬ 
partmental scales were, however, scarcely useful as a guide to wage policy in 
the new manufacturing enterprises. The jute mill provided the unique 
instance in which a public enterprise, in the absence of clearly defined Govern¬ 
ment policy, took the bull by the horns and established a policy satisfactory 
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to itself. This it did under instructions from the Industrial Development 
Corporation, probably at the urging of the powerful then Deputy Prime 
Minister U Kyaw Nyein, to achieve full [)rodaction as rapidly as possible. 
The incentive wage system introduced, however, set production norms at an 
abnormally low level and, in effect, paid overtime incentive rates for all pro¬ 
duction in excess of these very low norms. This created a wage structure 
which was not only uneconomic but far out of line with that prevailing in 
private manufacturing employment and that in the comparable state-owned 
cotton mill as well. Efforts made in 1958 to obtain high-level consideration of 
this enterprise-determined wage policy met with no success. 

THE LACK OF ADEQUATE ACCOUNTING 

If the best management in the world had been put in charge of the public 
enterprises, its first major task, of necessity, would have been to put the ac¬ 
counts in order. With few exceptions the accounts of the public enterprises 
were in a hopeless condition. They could not be used as management tools. 

Basically, the accounts of the public enterprises were on a cash basis. I'hey 
recorded receipts and payments, as did the departmental accounts, and were 
designed primarily to insure that no money w'as paid out without proper 
authorization or voucher, or stolen. Moneys advanced to field officers, con¬ 
tractors, and so on, were carried as suspense accounts, and the final accounts 
for any given year were held open until detailed statements had been re¬ 
ceived. Partly because of this, enterprise accounts for any given year were 
seldom closed for three, four or five years after the fact. Even on a purely 
cash basis, therefore, it was difficult to get an accurate current picture of the 
financial affairs of any of the public enterprises. 

Profit and loss positions were even more difficult to establish. Some agencies 
showed depreciation charges; others did not. Loans, advances and other 
capital items were frequently treated as current costs. Inventory accounts were 
especially bad. The S.A.M.R. could not establish its holdings within a couple 
of hundred thousand tons, and took its first physical check of stocks only in 
1958. In September h/)o, the inventory position of the Civil Supplies Man¬ 
agement Board, a merchandising agency, was available only as of September 
30,1958.^ 

The Union of Burma Airways is another example. As of September 1956, 
its accounts for fiscal year 1952-53 were reported as final but not yet verified. 
The accounts for 1953-54 provisional. Operating and traffic statistics 

were on an actual basis only through the first nine months of 195^-54, and 
were estimated for the fifteen months thereafter. Even estimated data were 
not available for 1955-56. Costs by major expenditure categories (flight opera¬ 
tions, ground operations, services and general administration) had been ana- 

4. Selected Economic Indicators, C^S.E.D., Rangoon, July i960, p. 27. 
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lyzed only through the year 1952-53, and were unavailable for the three years 
following. Aircraft utilization data had been computed through 1952-53. 
Data on load factors on domestic flights were available only through January 
1956;’* 

In the absence of reliable and current accounting which would show not 
only cash receipts and payments but also profit and loss and balance sheet 
positions, and provide internal cost accounting as well, it was simply impossi¬ 
ble to make rational management decisions. Nor could intelligent supervision 
of and control over the public enterprises be exercised without the figures. 

These deficiencies in the public enterprise accounts reflected far more than 
mere weaknesses in accounting personnel. They reflected also the manage¬ 
ments’ lack of appreciation that accounting data are essential to good man¬ 
agement, and a lack of aj^preciation on the part of the Government that they 
are essential as a check on management performance and as a guide to re¬ 
source allocation. The Auditor-General was satisfied if he could, in due 
course, check whether expenditures made had been duly authorized, and 
whether proper vouchers existed to cover all outlays. He was not particularly 
concerned because the audit process was three, four or five years behind the 
fact, or because enterprise accounts were useless for management [)urposcs. 
Accounts meant little to the ministers and to most of the board chairmen who 
reported to them. In many cases managements conducted their affairs in 
such a way as to make it almost impossible for their accountants to keep 
effective records. In consequence, it was almost impossible for the manage¬ 
ments themselves to know whether they were making or losing money and 
how much; how earnings or losses compared with those of previous years; 
which elements of their o[)erations were more profitable or more costly than 
others; or to make any of the other analyses relevant to decisions on employ¬ 
ment, wages, procurement, pricing, inventory and similar matters. 

THE LACK OF EFFECTIVE SUPERVISION AND CONTROL 

If the boards of directors of the public enterprises failed to manage them 
with a reasonable degree of cflSciency, the deficiencies could be corrected only 
by action from above. But the ministries to which they were responsible had 
already collaborated, through their ministers, in the failure. The Cabinet, in 
which these ministers sat, was ccjually incompetent and indisposed to act. 
And the Economic and Social Board, to which the economic consultants were 
attached and where they repeatedly urged the necessity for remedial action, 
was, after all, not much better in this respect. Nor could public opinion — 
the ultimate arbiter in a political democracy — make known, through the 
ballot, the parliamentary opposition, or the press, its dissatisfaction with this 

5. These data, and the U.B.A. data earlier cited, arc taken from a memorandum, “U.B.A. 
Status and Prospects,” prepared by Robert R. Nathan Associates, Inc., Sept. 20, 1956. 
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state of affairs. Public, press and parliamentary opposition all lacked the facts 
necessary to appraise the situation.*^ If the Government and the enterprises 
themselves could not know the position, neither could the potential critics. 
Underlying the entire situation was the apparent belief that Burma, as a wel¬ 
fare state, could afford waste, inefficiency, nepotism, lack of discipline and 
mismanagement in her public enterprises. 

ATTEMPTS TO COPE WITH THE MANAGEMENT PROBLEM 

In their Comprehensive Report, the consultants had laid great stress on 
the crucial importance of good management in the public enterprises to the 
success of the development program. They had cautioned against the manage¬ 
ment weaknesses which would result from lack of adequate autonomy, the 
staffing of boards of directors with civil servants only, and the failure of 
boards of directors to delegate adequate operating responsibility to their chief 
executive officers. They had also suggested a number of ways in which organ¬ 
izational problems and shortages of managerial personnel could be met.^ 

Upon completion of the planning period toward the end of 1953, the 
economic consultants were more and more impressed with the compelling 
nature of these problems. Beginning with fiscal year 1953-54, they were con¬ 
fronted almost weekly with new challenges arising out of deficient manage¬ 
ment, and they attempted to cope with them in one way or another. 

The attempts were of various kinds and were made at various levels. In 
some cases they were attem[)ts to be of direct assistance to the public enter¬ 
prises in dealing with broad or specific management problems. In other cases, 
the consultants tried to persuade the Ministry of National Planning or the 
Economic and Social Board to take action or to establish policies designed to 
improve management in all the public enterprises. In still other cases, they 
attempted through direct communication with the Prime Minister or the 
Deputy Prime Minister for National Economy to modify existing Government 
policies and practices, or to formulate new Government policies which might 
result in improved management. 

Thus, in the first category, the economic consultants tried to help the Indus¬ 
trial Development Corporation and the Electricity Supply Board by sug¬ 
gesting plans for more effective organization and staffing. The I.D.C. was 
advised also of the criteria that might properly govern the extension of loans 
to private industry. The Rangoon Electricity Supply Board was offered sug- 

6. The public enterprises reported their finances, to be sure, in the budget document each 
year. What they presented were revised estimates of current income and expenditure for the year 
then ending, proposals for the new financial year, and “actual” — though still not final — income 
and expenditures for the period ended two years before. All these were purely on a cash basis, 
not profit and loss statements. There were no balance sheets. The budget accounts were not a 
substitute for commercial accounting, and did not lend themselves to an appraisal of enterprise 
affairs and management performance. 

7. K.T.A. Comprehensive Report, Chapter VI. 
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gestions on pricing and profit policy. Suggestions on pricing were made at the 
newly nationalized cement mill. The S.A.M.B. was urged to establish a rice 
marketing intelligence unit. Attempts were made, through the Ministry of 
Industries, to set up a reasonable financial structure for the Electricity Supply 
Board, and thus make possible the development of a rational set of electric 
power tariffs. 

Working through the Ministry of National Planning and the Economic 
and Social Board, the economic consultants urged broad governmental action 
to improve public administration in all its aspects, and suggested the major 
steps which should be taken toward this end. They tried to get these central 
agencies to spur the public enterprises into developing and maintaining im¬ 
proved accounts. Through the report of a special consultant, Dr. Locklin, they 
tried to help the railway and inland water transport enterprises to rationalize 
their rate structures. They recommended that the assistance of the Ford Foun¬ 
dation be sought to obtain the services of a management and cost accounting 
team, which they hoped would contribute in major degree to improved enter¬ 
prise accounts and management. They urged the Government to obtain the 
services of special management teams for the S.A.M.B. and for the Electricity 
Supply Board. They urged persistently and repeatedly that the Government 
create the basic conditions essential to improved management in the public 
enterprises by placing them on a truly autonomous basis; by strengthening 
their boards of directors through appointment to them of private engineers, 
accountants, bankers, lawyers, business men and others with appropriate 
experience; by insisting that these boards of directors delegate to their chief 
executive officers appropriate authority and responsibility for dealing with 
day-to-day operational problems; by turning over to the private sector enter- 
})rises not appropriate to Government ownership and management, the man¬ 
agement responsibility of which hopelessly overburdened the Government 
apparatus; and, where appropriate, by selling shares in the public enterprises 
to private individuals, firms and institutions, so that private participation in 
management and appropriate incentives for better management might be 
introduced. 

Finally, in direct conversations with and memoranda to the Prime Minister 
and Deputy Prime Minister, the economic consultants never gave up trying to 
bring home the deficiencies in public enterprise management and the neces¬ 
sity of taking determined steps to correct them. They pressed repeatedly for 
the formulation of Government policies where such policies were lacking, and 
for the modification of policies which were not appropriate. They also pressed 
upon these leaders the desirability of a “go-slow” policy on new ventures, 
pending constructive action on the management problems which demanded 
solution. 

During the latter part of the development plan period, members of the 
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economic consultants’ staff were spending all or a good deal of their time 
attempting to improve management in specific situations, or to assist man¬ 
agement in coping with major problems. Personnel had been detailed on a 
full-time basis to the State Agricultural Marketing Board and to the Civil 
Supplies Management Board. Others were working full-time on the Task 
Force effort initiated by the consultants to cope with the broad array of man¬ 
agement problems at the jute, pharmaceuticals and cotton textile plants. 
Management assistance of specific kinds was also being given to the Mines 
Ministry and the Mineral Resources Development Corporation, the Indus¬ 
trial Development Corporation and the Land Resources Development (Corpo¬ 
ration. In fact, from 1955 -56 on, the attempt to achieve improved management 
in public enterprises and in public administration generally became, other 
than the annual budgeting and programing effort, the major activity of the 
economic consultants. 

The economic consultants were of course not alone in these efforts. The 
engineering consultants provided specialized personnel who worked toward 
improving management at the Industrial Development Corporation, the 
Electricity Supply Board, the Telecommunications Department, the S.A.M.B. 
and other agencies. The United Nations provided specialized help in public 
administration, in accounting, in mining and in industrial management. 
Israel provided two management specialists who helped at the S.A.M.B. and 
at the Ministry of Trade Development. The Ford Foundation provided the 
Ministry of National Planning with a Public Administration Service cost 
accounting and management team and, through the University of Utah, 
assisted the University in establishing courses in business administration. Two 
specialized Canadian teams, one in electricity and one in highway manage¬ 
ment, were provided under Cx)lombo Plan auspices through the good offices 
of the World Bank. The Ford Foundation also provided a management spe¬ 
cialist for the Electricity Supply Board. 

By and large, the experience of all these foreign technicians was similar, in 
that they were never able to bring existing management face to face with 
its basic management [)roblcms, or to get effective consideration of their 
recommendations at higher levels. They were given opportunities to observe 
and to present recommendations, but without much result. In cases where 
the advi.sors were able to win the confidence and attention of the chief execu¬ 
tive officers or the chairmen of the boards of the enterprises, the officers and 
chairmen were individuals who had already made a reasonable effort to im¬ 
prove conditions within their own organizations, and who were effectively 
stymied by circumstances over which they could exert little control. Such re¬ 
ports and recommendations as came before the central authorities — for the 
most part, the Economic and Social Board and the National Planning Com¬ 
mission, its successor agency after 1957—failed to elicit favorable action. 
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A special comment on the P.A.S. cost accounting team may be in order. 
Attached to the Ministry of National Planning, which wanted to win accept¬ 
ance of its services by the various enterprises, the accountants were instructed 
to offer assistance only when the agencies themselves requested it. They thus 
found themselves engaged in particularized efforts — such as the improve- 
ment of inventory records and controls — rather than in the introduction of 
new accounting systems. While these narrower services were useful as far as 
they went, they did not meet the needs. 

Nevertheless, the persistent efforts of the economic consultants and others 
over the years, combined with experience and the hard facts of developing 
conditions, did exert some influence. The Government was persuaded to 
make some effort to improve management in the public enterprises. Disturbed 
in the early years of the development program by persistent reports of weak 
and ineffective management in the j)ublic enterprises, the Government estab¬ 
lished a high-level board of inquiry into their operations — the so-called 
“hoard of Boards.” This Board’s inquiry, a “hush-hush’^ affair, resulted in a 
voluminous rept^rt never made public and never translated into English. Al¬ 
though it called upon the various enterprises to undertake certain corrective 
measures, it certainly failed to bring about any basic, or even important, 
remedial measures by the Government itself. However, the report of the 
Board of Boards may have influenced Prime Minister U Nu to establish, 
early in 1956, just prior to his withdrawal from office, the Standing Commit¬ 
tee for Su})ervision and Coordination previously mentioned. One of the 
activities of the S.C.S.C. was to follow up the recommendations made by the 
l^oard of Boards, and to report to the Economic and Social Board on the 
steps taken by the various enterprises to conform with the recommendations. 

More important perhaps than these efforts was their effect on Prime Minis¬ 
ter U Nu, bringing him finally, in 1957, to the determination that the state 
should undertake no new ventures and that, in general, a “go-slow” policy 
should henceforth be pursued while a determined effort was made on a broad 
front to achieve improved management in the public enterprises. Ironically, 
in view of their growing political conflict. Deputy Prime Minister U Kyaw 
Nyein was arriving at very much the same general position at about the same 
time. U Kyaw Nyein, as well as U Nu, welcomed the economic consultants’ 
suggestion that task forces be established to help improve management in 
the various boards and corporations. But for the cleavage in the A.P'.P.F.L. 
which ensued shortly thereafter, some positive action on the part of the Gov¬ 
ernment would undoubtedly have followed. As it happened, it was the 
colonels under General Ne Win who tackled the problem of public enterprise 
management most directly. What enabled them to do so was the clear delega¬ 
tion of authority and the clear orders to accomplish this mission. 

With the return to civil authority in April i960, management in the public 
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enterprises essentially reverted to its former state, but the situation was, at 
least temporarily, somewhat improved. Because of the emphasis that the Ne 
Win Government had placed on improved accounting, the new civilian man¬ 
agers were in a better position than before to appraise the problems confront¬ 
ing them. Whether they also inherited from the military regime a disposition 
on the part of the Government to permit them a greater degree of operating 
autonomy than before remained to be established. 

In only one case did the Government turn over full responsibility for man¬ 
agement of a public enterprise to a foreign management firm. This was the 
Evans Medical Ltd., which built the pharmaceuticals factory, and undertook 
to manage it for a seven-year period. Its management was, within its own 
jurisdiction, quite efficient — and outstandingly so in relation to other public 
enterprises. Even internally, however, it suffered from some conflict of inter¬ 
est, and it lacked the incentive of private enterprise to maximize returns — as 
when it packaged imported pharmaceuticals without cost advantage, or main¬ 
tained many unprofitable product lines. The chief deficiencies of the plant 
were due, however, not to faulty management but to excessive initial invest¬ 
ment, and to the failure of the Government to deal effectively with many 
problems outside the management’s area of authority. Despite the limitations 
of the particular experience, it certainly appears that management contracts 
with experienced foreign firms could have contributed greatly to the improved 
management of Burma’s public enterprises. 



CHAPTER 28 


Problems of Supervision 
and Coordination 


Responsibility for supervision and coordination of the development program 
was vested in the Economic and Social Board. Created by executive order on 
October 21, 1952/ the Board was empowered to determine priorities of de¬ 
velopment and other projects and supervise execution of them and to act on 
broad problems of economic and social policy. The executive order also called 
for establishment of a system of progress reporting and project inspection. 

The functions of the Economic and Social Board went beyond these. It re¬ 
viewed and approved or modified the plans and programs brought before it 
by the Ministry of National Planning. It resolved such major disputes as arose 
between development agencies or ministries. It supervised economic coopera¬ 
tion with other countries and international institutions and made final deci¬ 
sions in this area. While Board action on broad problems of social and eco¬ 
nomic policy was “subject to the control of the Cabinet,” the composition of 
the Board made it, in effect, a super-cabinet agency. 

The Economic and Social Board was, initially, composed of the Prime 
Minister as Chairman, the Minister for National Planning as Vice Chairman, 
the Ministers for Industry, Mines, Agriculture and Finance, the Chairman of 
the Union Bank of Burma and the Executive Secretary. After the cabinet 
changes of 1956, it comprised the Prime Minister as Chairman, the Deputy 
Prime Minister for Economic Affairs as Vice Chairman, the Deputy Prime 


I. This onlcr was superseded by the “Union of Burma Economic and Social Board Ordei» 
1953” (Annual Report of the Union of Burma Economic and Social Board for the year 1955- 
1956, Appendix III). 
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Minister for Social Affairs, the Ministers for Industry, Mines, and Finance, 
the Chairman of the Union Bank and the Executive Secretary. 

Since the membership included the chief political leaders and senior minis¬ 
ters, the Board’s decisions were seldom questioned by the Cabinet. More im¬ 
portant from the point of view of policy control was the Central Executive 
Committee of the A.F.P.F.L. This Executive Committee met every Saturday 
to consider not only party but also Government affairs and problems. It in¬ 
cluded the leaders who were most influential in the Cabinet, and previewed 
the agenda to be covered by the Cabinet the following Monday. Since it 
determined basic policy positions the Economic and Social l^oard tended to 
defer its own basic policy decisions until the party committee had acted. 

The Board had no established meeting times. It met at the call of the 
Prime Minister, and the frequency of its meetings depended largely on the 
pressures on his schedule. During the first year or two of its existence, it met 
infrequently. Officials of the ministries and agencies most concerned with the 
problems before it were invited to attend, and the Executive Secretary pre¬ 
sented the agenda, outlining the salient facts and considerations bearing on 
each item. From 1955 onward, members of the “Committee of Experts,” who 
had been charged with screening the agenda and preparing recommenda¬ 
tions, were invited to participate in all the meetings. This group included not 
only the key economic secretaries to the Cjovcrnment and a few other officials 
but also the chief technical and economic advisors to the Government.^ 

Over the years, the Economic and Social Board used the Committee of Ex¬ 
perts in a number of ways. Its leading members served as a sub-committee on 
control of foreign exchange spending by Government agencies, as a sub-com¬ 
mittee on inflation problems, as a standing committee supervising the activi¬ 
ties of the Government’s boards and corporations, and as prime movers in 
the annual budgeting and programing process. They also handled liaison 
and negotiations with foreign governments and international institutions on 
loans, credits and economic cooperation and served in various ad hoc capa¬ 
cities. The Executive Secretary of the Board acted as Chairman of all these 
working sub-committees, and the Secretaries for National Planning and 
Finance, the Executive Secretary of the Foreign Office concerned with repara¬ 
tions and foreign exchange, and the Secretaries to the two Deputy Prime 
Ministers concerned with economic and social affairs were members of most 
of them. It was in this substructure of the Board that the real work, up to the 
point of decision, was done.*"* 

The Economic and Social Board was indispensable to the management of 
Burma’s development program and economy. It is inconceivable that Burma 

2. The resident chiefs of the T.A.M.S. and Robert R. Nathan Associates engineering and eco¬ 
nomic consulting firms held these titles, 

3. The membership of these important working sub-committccs of the Board is listed in 
Appendix V. 
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could have accomplished what she did without it. Only the Cabinet could 
have attempted to perform its functions, but the Cabinet was far too un¬ 
wieldy and uninformed to do the job. It could not have opened its doors 
informally to the key secretaries and the foreign advisors, or enjoyed the 
same degree of informal exchange with them. I’he Board was virtually the 
only power locus where informed decisions could be made on economic pro¬ 
grams and policy because it was the central source of information on the 
programs and had the facilities for solid staff work, and because the operating 
agencies knew that it was the authority to which they were responsible. 

While the Economic and Social Board made a tremendously important 
contribution to what was actually accomplished, its performance was weak 
in many important respects, and the weaknesses were responsible in major 
degree for Burma’s failure to achieve the development possible. The Board’s 
deficiencies lay largely in its decision-making process, rather than in the 
decisions themselves. 

GETTING IMPORTANT ISSUES BEFORE THE BOARD 

A major weakness of the Economic and Social Board throughout its life 
was its neglect even to consider many basic problems which its staff and ad¬ 
visors attem[)ted to bring before it. This deficiency was of course due in large 
part to its members’ inability to appreciate the importance of some of the 
questions or to their reluctance to come to grips with them. It was also due, 
however, to the infrequency of the Board’s meetings, since a host of questions 
which demanded early action accumulated in the intervals between them. 
Questions of basic policy, (irganization, procedures and management had no 
deadlines. Most questions of far less importance did. 

Among the agenda items which pressed for immediate or early decision 
were many of a trivial nature. Many of these came before the Board because 
agencies or ministers refused to take responsibility for dealing with them and 
sought the sanction of the highest authority. In many other cases, however, 
the Board’s agenda was clogged because it had itself insisted that certain 
matters come before it for approval. 

In its six years of life from 1952 to 1958, the Economic and Social Board^ 
and its successor agency, the National Planning Commission, averaged per¬ 
haps six meetings a year, fewer in the first three years and somewhat more 
later on. One reason for the infrequency of its meetings in the earlier years 
was the frequent absence of the Prime Minister and Chairman from Rangoon 
and from the country. During the fiscal year 1954-55, for example, he was in 
China most of December, went abroad to the Colombo Powers Conference 
later that month, traveled to both Bangkok and New Delhi during March 
1955, was again away a good part of April for the Bandung Conference, de- 

4. The Nc Win Government suspended further activities by this organization. 
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parted toward the end of May for an extensive trip to Israel, Yugoslavia, the 
United Kingdom, the United States and Japan and left again about the mid- 
die of October, not long after his return, on another lengthy trip to the 
U.S.S.R., India, Afghanistan, Finland, Sweden, Norway, Denmark and Po¬ 
land. During his absences, meetings of the Economic and Social Board were 
not called by the Vice Chairman, and months sometimes elapsed between 
meetings. 

The infrequency of the Board’s meetings was also due to other factors. An 
event like the completion of the Kaba Aye Peace Pagoda and the sessions of 
the Fifth Buddhist Congress could preoccupy the Prime Minister for months. 
Frequent visits to Rangoon by heads of state, prime ministers and important 
delegations from abroad, important party conferences and periods of medita¬ 
tion and rest also prevented him from convening the Board more frequently. 
Thus, even in 1955-5^), when the Board’s performance in holding nine meet¬ 
ings was better than average, only one meeting was held between February 13 
and July 2, a period of almost five months. 

As to the nature of the Board’s agenda, its Annual Report for the year 1955- 
56^ is of considerable interest. During that year, the Board dealt in the course 
of its nine meetings with 97 agenda items, of which nine or ten were repeat 
items. “More than half of these involved review and approval of the employ¬ 
ment of foreign technicians and firms, and administrative matters.”® Few of 
these items were of any importance. For the most part they concerned the 
hiring of individual technicians by Government boards and corporations and 
came before the Board for review only because it refused to delegate authority 
to act to the operating agencies. While the Board seldom devoted much time 
to reviewing these matters, they did take time which could far more usefully 
have been devoted to questions of greater importance. 

The nature of the matters with which the Board concerned itself, exclusive 
of the trivia mentioned above, is illustrated in Appendix VI, which lists the 
agenda items for its 1955-56 meetings. Two full meetings toward the end of 
the fiscal year were devoted to consideration of the four-year program then 
before the Government. Most of the other items concerned joint venture 
proposals made by foreign firms, proposals for economic cooperation with 
foreign governments and institutions, new contracts, budget revisions and 
new projects proposed by development agencies. In only a few cases were 
questions of economic policy considered. These concerned the Government’s 
purchase price for paddy and the milling rates paid to rice millers, arrange¬ 
ments with foreign firms on oil exploration, U. S. surplus commodity dis¬ 
posal, internal freight rates, participation in the International Finance Cor¬ 
poration and a bi-lateral investment guarantee agreement with the U. S. 

5, The only annual report ever prepared within the Board. 

6. Annual Report of the Union of Burma Economic and Social Board for the Year 1955- 
1956, p. 7 * 
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Government. Notably absent from the Board’s agenda vv^ere questions of re- 
source mobilization, of management in the public enterprises, of wage, price, 
profit, capitalization, tariff, nationalization and other basic economic policies 
and review of program implementation and project problems. 

THE PROBLEM OF GETTING FIRM AND CLEAR DECISIONS 

The mere fact that questions were brought before the Board was no guar¬ 
antee that they would receive adequate consideration or that consideration 
would result in firm, clear decisions. In most cases, the matters had been 
documented and the salient facts presented in a staff paper, often in the form of 
comments offered by the economic and technical advisors, who actually origi¬ 
nated many of the agenda items. Frequently, however, the Board’s delibera¬ 
tions raised questions which were political in nature or were neither pertinent 
nor valid.^ These often resulted in deferral of final decision, pending further 
deliberation, staff action or reconsideration by the Committee of Experts. 

Generally speaking, the Prime Minister would make a decision if none of 
his colleagues raised questions or objections. But if even one firm objection or 
serious question was raised, there was a marked reluctance to decide. For ex¬ 
ample, decision was deferred several times on the proposed investment guar¬ 
antee agreement with the United Slates, on various joint venture proposals 
with foreign firms and on proposed P.L. 480 arrangements. Because of this 
propensity to seek unanimity, the economic consultants were remarkably 
effective in their opposition to various proposals, whether these concerned 
programs, projects, joint ventures or policies. When they took a negative 
position, the Board almost always upheld them. When they sought affirma¬ 
tive action, they were much less successful. 

Difficulties in getting the Board to make a decision were accompanied by 
difficulties in getting a clear decision. Discussions were often terminated in¬ 
conclusively. The Chairman might abruptly turn to the next agenda item, 
leaving the Executive Secretary at a complete loss as to whether a decision 
had indeed been reached. Thus, after one meeting at which the proposed in¬ 
vestment guarantee agreement with the United States was considered, the 
Secretary believed that a favorable decision had been reached. Only some 
time later did he discover that this was not the case. Apparently the Chair¬ 
man himself had not really reached a decision at the time, had reflected on the 
matter afterwards, and decided to bring it back to the Board for further 
consideration. 


7. On one occasion, Trade Minister U Tin proposed to amend the approved import program 
by deleting the provisions made for liquor imports. The discussion revealed that his motive was 
not the stated one — which lacked logic — but rather his reluctance as a devout Buddhist tf) take 
moral responsibility for the license issue. When it was pointed out to him that he would be 
absolved of tliis responsibility by the Board’s refusal to accept his proposal, the good man was 
quite happy. 
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Major Problems in Program Implementation 


WEAK IMPLEMENTATION OF BOARD DECISIONS 

Another of the Board’s major weaknesses was its failure to follow through 
to insure that its decisions were effectively implemented. Ihe members 
tended to believe that once a decision had been made and the necessary 
orders signed, implementation followed automatically. 

This tendency is illustrated in an amusing incident in which U Raschid, 
then Housing Minister, was concerned. The Board had decided to have 
hostels for medical students built on the Prome Road in Rangoon directly 
opposite the buildings of the Union of Burma Purchase Board, which stored 
much of its heavy e(|uipment and supplies on the lot in cjuestion. A short 
time after the order had been signed, the Prime Minister, who was very 
interested in the project, asked U Raschid whether the National Housing 
Board had begun work on the foundations. U Raschid replied that he had not 
been able to start because the lot was still occupied by heavy pipe, wire 
fencing and other Purchase Board supplies. The Prime Minister insisted that 
this could not be so. When U Raschid reiterated that it was, the Prime Minis¬ 
ter became upset. “You must be wrong,” he declared, “I signed the orders for 
this several days ago.” Only when U Raschid persuaded the Prime Minister 
to ride with him to the lot was the latter convinced. 

Another instance of the failure of the Board to follow through on a decision 
may be cited. This was cjuite an important decision because of its bearing on 
the operating autonomy and efficiency of the public enterprises. Early in the 
development period, the economic consultants had utilized the occasion 
presented by the Board’s review of the proposed employment of a foreign 
technician to urge that, in general, the boards and corporations be given a 
far greater measure of operating autonomy than they enjoyed, and, specifi¬ 
cally, that they be empowered to engage the personnel they required, subject 
only to such general policies as the Government might lay down to guide 
them. The outcome of the discussion was seemingly very satisfactory. The 
Ministry of Finance was directed to lay down the general policies. But it 
never did so, and the Board never checked to find out why. Boards and cor¬ 
porations continued, through all the years following, to bring the proposed 
employment of foreign technicians before the Economic and Social Board. 
Everyone concerned had completely forgotten the earlier decision.® 

This identification of word with deed, of order with execution, was quite 
pervasive. The executive function was considered synonymous with the 
giving of orders. The decision-makers unfortunately lacked the experience to 

8 . In this matter, the present writer is perhaps as guilty as anyone else. Although he presented 
the original recommendation to the Economic and Social Board, in time he too forgot about the 
decision and failed to note the Finance Ministry’s neglect to do its part. He recalled this only 
when he came across the pertinent papers in the course of the present study. 
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appreciate the time and energy required to carry out their decisions and — 
an important factor — the need to check periodically to see whether the deci- 
sions had been carried out. Thus U Ba Swe, when he was Prime Minister, 
could call upon the Committee of Experts to complete a thorough review and 
present a new four-year program within a period of three weeks; and U Nu, 
on approving the task force approach to improved management in the public 
enterprises, could expect the entire job to be completed within a period of six 
weeks. 

The weakness in follow-through was due sometimes to the fact that the 
Board delegated responsibility for implementation without conferring the 
necessary authority. ITus the Board frequently referred to the Committee of 
Experts, the Anti-Inflation Committee or the Standing Committee for Super¬ 
vision and Coordination responsibility for taking action on certain problems 
when it should have been clear that these bodies were completely without 
authority to take the necessary steps, or could take them only by invading the 
prerogatives of the several ministers. Under such circumstances, the civil 
servants could at best only flounder along or bring their recommendations 
back once again to the Board itself. The case of the Standing Committee for 
Supervision and Coordination is especially pertinent in this connection. 

The Standing Committee for Supervision and Coordination was created 
by Prime Minister U Nu in June 1956, just prior to his demission from office, 
to insure that boards, corporations and other Government agencies were 
functioning in accordance with their directives; that their policies and pro¬ 
cedures were ap[)ropriate to the purposes for which they were established; 
that their properties and stocks wxrc properly maintained and accounted for; 
that their accounts and accounting systems were adequate; that they were 
free of corruption and mismanagement; and that their development projects 
were properly run. The S.C.S.C. was to report its findings directly to the 
Prime Minister. 

It was obvious, however, from the beginning that the already heavily bur¬ 
dened secretaries and officials who comprised the S.C.S.C. could not possibly 
do this enormous job or carry out such instructions as the Prime Minister 
might give as a result of the findings they brought to him. Each of the enter¬ 
prises into which they were directed to inquire was under the administrative 
supervision of a minister. No group of civil servants could presume to make a 
frank evaluation of the performance of a minister and take corrective steps 
without inviting reprisals. In its functioning, the S.C.S.C. was innocuous. It 
reported to the Prime Minister on its inspections of a number of industrial 
projects, presented some observations on the organization of the rice im¬ 
provement scheme and some recommendations for modification of the pro¬ 
curement system. It also issued a questionnaire in September 1956 to all 
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boards and corporations “as a first step toward action” to improve efficiency. 
More than a year later, when the A.F.P.F.L. was on the verge of splitting up, 
replies to this questionnaire were still being analyzed. 

FAILURE TO CHECK ON PROGRAM PROGRESS AND PERFORMANCE 

Pursuant to strong recommendations by the economic consultants, the 
original charter of the Fconomic and Social Board sf)ecifically stipulated that 
the Board should establish a system of progress reporting and project inspec¬ 
tion. A progress reporting unit and system were indeed established in 1953- 
54 under the direction of a specialist provided by the economic consultants 
for the purpose, and the engineering consultants provided personnel for 
project inspection. In practice, it did not prove feasible to obtain useful 
monthly reports on project progress from the operating agencies. It did, how¬ 
ever, prove feasible to develop comprehensive quarterly reports on project 
and program progress on both a financial and a physical basis and to prepare 
selective reports that made bottleneck-breaking possible. 

The quarterly reports were presented to the Board, as were a number of 
special progress reports on situations which required special attention. But 
the Economic and Social Board never reviewed any of them. The economic 
consultants brought a few of the more glaring cases to the personal attention 
of the Prime Minister or the Deputy Prime Minister for National Economy. 
In a somewhat more circumspect manner, the Standing Committee for Super¬ 
vision and Coordination also presented such situations to the Prime Minister, 
but with little effect. 

The economic consultants made a special effort quite early to impress upon 
the Prime Minister the usefulness of the progress reporting function and the 
need for close supervision of program progress. In the case of the brick and 
tile factory — with its unconscionable delays in construction, its failure to 
schedule different phases of the work concurrently and its use of ordinary 
rather than fire brick in the kilns (see Chapter 20), they found what they 
considered a dramatic case in point. They anticipated that the Prime Minis¬ 
ter would be extremely perturbed, and would try to apply the lessons of this 
experience to other projects as well. The failure of these reports to make a 
strong impression can be explained only by his failure to realize that the un¬ 
due loss of time on this project was synonymous with a loss of money and a 
real waste of social resources. 

WEAKNESS IN THE SECRETARIAT 

To function effectively the Economic and Social Board needed either a 
strong, capable executive vice chairman or a strong, capable executive secre¬ 
tary. U Nu did not of course delegate executive authority to his vice chair¬ 
men. Failing this, he needed an executive secretary who could be relied upon 
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to bring important issues forcefully to his attention, to keep trivia off the 
Board’s agenda, to dispose of many of the matters brought before the Board 
himself and to see to it that the Board’s decisions were effectively imple¬ 
mented. The Board’s first Executive Secretary, U Hla Maung, was indeed 
such a man. He had a keen sense for the strategic and the important, he had 
the self-reliance to act responsibly on his own authority when this was ap¬ 
propriate and to take the action necessary to insure effective implementation. 
These very qualities, however, combined with the confidence that the Prime 
Minister was known to repose in him, soon made him persona non grata to 
several powerful ministers and organizations. Because of this, he became a 
political liability to the Prime Minister and before long was shifted to a 
diplomatic post. U Thant, his immediate successor, remained at the Economic 
and Social Board only for a very brief time before he was designated Bur¬ 
mese Ambassador to the United Nations. The late U Tin Maung, who 
succeeded U Thant, was an intelligent, conscientious and devoted officer. He 
strove manfully to carry an impossibly heavy load; but, perhaps mindful of 
U Hla Maung’s experience, he was careful to avoid any semblance of real 
initiative and personal responsibility and seldom attempted to deal with the 
minor questions himself so as to reduce the work burden of the Board. Nor 
was he willing to bring forcefully to its attention problems in which the 
Board itself had expressed no interest, or to present firm recommendations on 
the issues that he did bring before it. U Mo Myit, the Planning Secretary who 
succeeded him, was energetic, forceful and quick. Unlike U Tin Maung, he 
was ready to assume considerable personal responsibility, was appreciative of 
some of the major problems with which the Board had dealt with inade¬ 
quately if at all, and was willing to press for action upon them. By this time, 
however, the political situation had deteriorated to such an extent that the 
kind of action needed was no longer feasible. 

CONFUSION IN THE SUPERVISORY RESPONSIBILITY 

While the responsibility of the Economic and Social Board for supervision 
and coordination of the development program was clear until 1956, the situa¬ 
tion became somewhat confused thereafter, when U Kyaw Nyein was named 
Deputy Prime Minister for National Economy. Clearly this designation 
meant something. But what it meant was unclear. As Minister for National 
Economy, U Kyaw Nyein was presumably responsible for supervising minis¬ 
tries concerned with economic affairs and coordinating their activities — 
specifically, the Ministries of Agriculture, Industry, Mines and Transport and 
Communications, and the departments, boards and corporations responsible 
to them. His responsibility did not, however, extend to the Ministries of 
Finance or National Planning. Lacking responsibility for these central minis¬ 
tries, he obviously could not coordinate the national economy. His authority 



474 Major Problems in Program Implementation 

over even the ministries specifically assigned to his office was also unclear. He 
himself could not figure out where his responsibility for them ended and that 
of the Economic and Social Board began. 

If U Kyaw Nyein had been designated Executive Vice Chairman of the 
Board as well, this problem would have disappeared. As it was, the economic 
secretaries and staff never knew quite where to bring certain of their prob¬ 
lems. Fortunately U Tun Thaung, Secretary lo the Deputy Prime Minister, 
and U Mo Myit, as Executive Secretary to the Economic and Social Board, 
respected and understood each other and had worked together effectively on 
the Committee of Experts and other sub-committees of the Board. Their 
ability to resolve the })rocedural questions which inevitably arose out of the 
confused jurisdictional situation undoubtedly prevented an extremely awk¬ 
ward situation from developing. 

The most deleterious effect of the confusion of responsibility between the 
Board and the Office of the Deputy Prime Minister for National Economy 
was the stifling of the task force effort in the winter of i957-5‘^. The work 
of the task forces in industrial enterprises was originally welcomed by U Nu, 
and U Kyaw Nyein later welcomed the idea of assigning them the broader task 
of dealing with public enterprise in all fields. But their efforts were blocked 
because it was simply impossible to locate the proper forum for consideration 
of their findings. U Kyaw Nyein’s Economic Committee, operating pursuant 
to U Nil’s June 1957 directives, had recommended that the Deputy Prime 
Minister’s office act on task force recommendations, and the Prime Minister 
had publicly confirmed in his September 1957 speech that the task force 
effort would be made. Because of the emerging political split, which took 
place only the following May, U Kyaw Nyein was reluctant personally to 
act on the initial task force findings and recommendations or to give his Secre¬ 
tary, U Tun Thaung, clear instructions on what to do. U Mo Myit, on the 
other hand, could not very well act on his own responsibility to take jurisdic¬ 
tion on behalf of the National Planning Commission, which had by then 
succeeded the Economic and Social Board. Nor was the Prime Minister 
disposed to give him clear instructions in this matter. In consequence, the task 
force effort fell between the two offices. 

A lesser confusion developed when the Economic and Social Board was 
succeeded by the National Planning Commission late in 1957, and U Raschid 
was designated Executive Member. Again, the responsibilities of the Execu¬ 
tive Member were not clearly defined. It was presumed he would act on behalf 
of the Chairman on the matters which required attention between meetings 
or during the Chairman’s absence, but whether he would act only on routine 
and administrative questions or on more important and substantive questions 
as well was not indicated in the order. If, as Executive Member, U Raschid 
had attempted to act, in effect, as would an executive vice chairman — an 
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authority which had been withheld from Vice Chairman U Kyaw Nyein — 
an open conflict between them would undoubtedly have developed. And U 
Raschid was far loo intelligent to invade what would ordinarily have been the 
Vice Chairman’s prerogatives in the absence of a clear mandate. While the 
benefits that could have accrued from the functioning of a capable Executive 
Vice Chairman were lost, the civil servants on whom so much depended were 
spared the unpleasant necessity of being forced to take sides in a jurisdictional 
and power conflict. 

CONFUSION BETWEEN THE PLANNING AND SUPERVISORY AGENCIES 

A final clement of confusion arose out of the Board’s sometimes ambiguous 
relationships with the Planning Ministry, a relationship which changed over 
the years as the personnel changed. In the early years when the Planning 
Secretary, the late U Tin Pe, had become involved through the Special Proj¬ 
ects Implementing P)oard in the implementation of a number of important 
projects, the Board’s Secretary U Hla Mating stepped into the planning 
vacuum and had a good part of the planning activity performed by the eco¬ 
nomic consultants under the aegis of the Economic and Social Board itself. 
Ujion Hla Mating’s departure and the advent of U Mo My it as Planning 
Secretary, this situation was reversed. Not only did U Mo Myit take up the 
planning load which had moved over to the lk)ard — because he was more 
enterprising and willing to take on personal responsibilities than was Board 
Secretary U Tin Mating, the Planning Ministry found ways, within the con¬ 
ventions of the planning and programing processes, to exercise a number of 
supervisory and coordinating functions which might, more properly, have 
been undertaken by the Board. In the final stage, of course, the liquidation of 
the Board, the location of its successor agency (the National Planning Com¬ 
mission) within the Planning Ministry and the appointment of U Mo Myit 
as Executive Secretary to the Commissio 1, as well as Planning Secretary, re¬ 
solved the question of the relationship between the planning and the super¬ 
visory bodies. In any event, the shifting of responsibility and function be¬ 
tween the two agencies did not seriously affect their combined performance. 

SUMMARY 

The weaknesses of supervision and coordination in Burma’s development 
program were primarily weaknesses on the part of the Economic and Social 
Board. These arose out of: the Board’s failure to appreciate the full nature of 
its responsibilities and to devote to them the time and energy they required; 
the Chairman’s failure to delegate authority to the Vice Chairman; a number 
of weaknesses in the decision-making process; inconclusive delegations of 
responsibility without accompanying authority; the failure to create and sup¬ 
port a strong secretariat; and the failure to follow through on decisions made 
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to insure that they were effectively implemented. Because of the Board’s 
failure to discriminate between important and unimportant matters and its 
inadequate attention to its duties, it failed completely to meet its responsibil¬ 
ity for periodical review of program and project progress. And more im¬ 
portant than any of these was the Board’s failure to come to grips with 
fundamental problems of economic policy, management and efficiency which 
were at the heart of the implementation problem. 



CHAPTER 29 


Problems of 

Public Administration 


If public administration is conceived broadly as embracing the organiza¬ 
tion and conduct of governmental affairs at all levels, it is to weaknesses in 
the public administration that the chief deficiencies in the implementation of 
Burma’s development program must be attributed. These deficiencies had 
their origin in the colonial administration inherited from the British. They 
were compounded by the loss of a qualified staff and the enlarged tasks under¬ 
taken by the newly independent nation. But, serious as these factors were, 
they were overshadowed by the colossal abuses to which the public adminis¬ 
tration was subjected by monolithic political control, and by the failure of the 
political leadership to recognize and live up to its responsibilities. Political 
abuses subverted, frustrated and corrupted the executive apparatus. In fail¬ 
ing to reform and invigorate that apparatus, the leadership failed to meet the 
demands of the hour, and in this respect failed the country. 

Various aspects of the public administration problem have already been 
discussed, and in some detail, in earlier chapters — especially in Chapters 7 
and 23-28 and (historically) Chapters 10-15. This treatment has covered, 
among other matters, the organization of central and district administration 
(Chapter 7); the administration of import policy and implementation (Chap¬ 
ter 12), attitudes toward the public service and decision-making (Chapter 
23), morale in the public service (Chapter 24), the administration of financial 
sanctions (Chapter 26), management in the public services (Chapter 27), and 
top-level supervision and coordination (Chapter 28). The ensuing discussion 
will rely upon the reader’s recall of these earlier references.^ 

I. A rounded treatment of Burma’s public administration would require examination of the 
central Government administration, of district and local administration under it, and of the special 
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THE COLONIAL INHERITANCE 

The colonial Government had been concerned chiefly with law and order, 
revenues and the interests of the business community. Since its business was 
mainly to administer and only a small number of foreign officers could be as¬ 
signed to run the country, it was wary of new policies or activities which 
might disturb the placid surface and the orderly flow of events. The proce¬ 
dures it developed were designed to enable the few at the top to exercise com¬ 
plete control over the j)ublic administration. Anything that smacked of policy 
or threatened to establish new precedent was naturally reviewed at the high¬ 
est level. 

The supervision, however, extended beyond the area of policy. To insure 
correct performance, the details of all operations were scrutinized and checked 
at successively higher levels all the way to the top echelons. There was little 
delegation of authority and responsibility below this top layer of officialdom. 
Routines and procedures were minutely prescribed in bulky manuals de¬ 
signed to minimize the exercise of judgment at lower levels and to isolate and 
question the novel at successive levels of review. Tight control by a handful 
of foreign officers required also that detailed registers be kept of all paper 
movements, that documents be translated and summarized by clerks, and that 
all matters before the Government be presented in a manner which facilitated 
spot decisions. These took the form of a brief instruction or note on the file. 
Instructions or decisions pursuant to such a process served the pur[)ose so far 
as budgetary approvals, judicial appeals, tax assessments and the like were 
concerned. They were not conducive to constructive performance across the 
broad spectrum of activities carried on by a welfare state. They did not make 
for the exercise of leadership in performance, supervision or review. 

In fact, the colonial administrative system was negative in its design and 
quality. It is difficult to conceive of a system better calculated to suppress 
initiative and constructive performance. Yet, when the Burmese inherited it, 
they were so happy to have gained the direction of it that they saw little rea¬ 
son to question or modify the system itself. 

PROBLEMS OF OVERLAPPING ORGANIZATION 

The organization of the central Government of Burma as of July 195^ is 
shown in the chart at the back of the book. This shows twenty-six ministries 
under the Prime Minister (twenty-one of them functional, five represent- 


casc of the several state (Hill People’s) governments. Elaboration of the earlier discussion of 
district and local government and treatment of the special case of the several state governments 
are not essential to this analysis. The comments which follow will concentrate, therefore, on the 
central Government administration. For a fuller account of state, district and local administra¬ 
tion, the reader is referred to Daw Mya Sein’s The Administration of Burma; F. S. V, Donni- 
son’s Public Administration in Burma; and J. S. Furnivall’s The Governance of Modern Burma. 
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ing state governments) and the departments, boards, commissions, and so on, 
responsible to each of them. Even casual inspection reveals a number of 
instances in which ministries overlap one another, and where consolidation 
would be in order. Thus, the Ministry of Land Nationalization clearly be¬ 
longs with the Ministry of Agriculture; the Ministry of Democratization of 
Local Administration with the Home Ministry; the Ministry of Coopera¬ 
tion and Commodity Distribution with the Ministry of Commerce (later 
called Trade Development); and the Ministry of Relief and Resettlement 
with the Ministry of Social Services. The Ministry of Religious Affairs ob¬ 
viously would fit better into the Ministry of Culture than into the Ministry of 
National Planning. This proliferation of overlapping ministries was of course 
influenced more by the desire to give pride of place to influential politicians 
than by organizational and functional requirements. 

Another kind of organizational overlapping is not evident in the chart. 
Each ministry had a number of clerical branches, headed by branch super¬ 
intendents, to handle the flow of paper work. These branches were duplicated 
by similar branches within each of the departments under the several minis¬ 
tries. 

These overlapping organizational and staffing arrangements, while waste¬ 
ful and inefficient, need not by themselves have had serious effects. Their 
effects were, however, terribly aggravated by the personnel and procedural 
weaknesses later described. 

STAFFING AND PERSONNEL MANAGEMENT 

The key officials in the central Government administration were the secre¬ 
taries to Government, in executive charge of the ministries, who were com¬ 
parable to the Permanent Under-Secretaries in the I^ritish governmental sys¬ 
tem. Next in importance came the department directors and the top officials 
in the specialized services — police, engineers, health, and so on. With the 
attainment of independence, the ranks of top administrative personnel had 
been badly depleted. Furnivall, comparing the quarterly Civil Lists of 
October 1947, immediately prior to independence, and of April 1948, im¬ 
mediately following independence, found the following: 

In the October list, there were 99 members of the Superior Civil Service, the 
mainspring of the administrative machinery; by April, 71 of these had retired or 
were on leave preparatory to retirement. Out of the top 50 in the list 33, two thirds, 
had gone; and of the top 25 only 4 remained. In the Police Service, so essential for 
the maintenance of order, out of 37 officers with the rank of District Superintend¬ 
ent or higher, 31 had gone. In the October list there were 23 permanent officers 
with the rank of Executive Engineer and upwards, but in April there remained 
only five, of whom two were non-Burmans. The situation in the Civil Medical 
Service was not quite so deplorable; of 36 doctors with the rank of Civil Surgeon 
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upwards, 18 still remained, though only 6 of these were Burmans. In the Frontier 
Service, responsible for administration in the tribal hills, there was almost a clean 
sweep; out of 62 officials only 9 were left.^ 

Not only had the ranks of top administrative personnel been depleted — 
the new tasks and much broader functions undertaken by an independent 
Burma greatly increased the requirements. According to one skilled observer, 
Burma had left “not much more than one-tenth” of the higher administra¬ 
tive and technical officers “required for the efficient organization of a demo¬ 
cratic country.”'^ The gaps were of course filled by promotion and outside ap¬ 
pointment, but those chosen for the jobs were substantially less qualified than 
their predecessors. The situation was aggravated by compulsory retirement at 
age 55- 

Secretaries to Government were sometimes assisted by additional, joint, 
deputy and assistant secretaries. All these personnel, including the secretaries, 
came from the administrative service and lacked technical background in the 
work done by the departments under their control. In the British days, the 
broader general training of the secretaries, the paucity of specialized activities 
in the Government and the qualifications of the department directors mini¬ 
mized the dangers inherent in this situation. With all these circumstances 
changed, the lack of technical background had extremely serious results. And 
the situation was not helped by frequent transfers which kept the innocence 
of incumbents practically intact. 

Another serious weakness was that ministries and departments were staffed 
to an excessive degree by clerks and lacked executive and administrative offi¬ 
cers in proper ratio. Staff management and supervision were consequently 
highly inadequate and unsystematic. Indeed, officers frequently did not know 
their authorized staff strength or the number of posts unfilled. As Jackson 
points out, “In many Departments and Ministries senior and responsible 
officers have no clear idea of their authorized quota of staff at any given 
moment or at any previous date; they have not the necessary information to 
hand and to provide it would require research. This arises from a lack of 
modern establishment and staff records, readily available and understand¬ 
able.”" 

At lower as well as higher levels, personnel were too frequently shifted to 
learn their jobs thoroughly; they went from ministry to ministry, from Ran¬ 
goon to the field or from the field to Pvangoon. Transfers were not only fre- 

2. J. S. Furnivall, The Governance of Modern Burma, 2nd cd., International Secretariat, 
Institute of Pacific Relations, New York, i960, p. 28. 

3. George T. Jackson, Report of a Survey of Public Administration in Burma, Siipt., Govt. 
Printing and Stationery, Rangoon, 1954, p. 9. 

4. Ibid., p. 14. 
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quent but arbitrary. Only a small proportion of jobs in the civil service were 
controlled by Public Service Commission appointment, and promotion was 
based on seniority. All promotions above a junior rank required approval by 
the Cabinet. 

A visitor to a typical Government office would find it situated in an old, 
dirty, dark and poorly ventilated building. On entering, he would observe a 
multitude of clerks lounging at tottery desks, which were jammed one against 
the other and heaped high with dusty files that appeared not to have been 
moved for months. Even higher piles of older and dustier files would be 
stacked against the walls, on top of crowded cupboards and sometimes in the 
corridors. More clerks would be reading newspapers, sipping tea or chatting 
with their neighbors than would be working. If the official sought by the 
visitor was in his office, he too would be surrounded by files, and was not 
likely to be found working on them. The prevailing atmosphere was a com¬ 
pound of indifference, indolence and lethargy. The typical office gave the im¬ 
pression of a badly kept archive which was being used temporarily as a hiring- 
hall. 

In this desultory setting, lateness, frequent absences during the working day 
and departure before the day’s end did not much matter, and one scarcely 
noticed the broken-down typewriters, the telephones and mimeograph ma¬ 
chines that functioned so poorly, or the absence of business machines of all 
kinds. One could not, however, fail to observe, in any office which dealt 
directly with the public — the postal and telegraph offices, the customs, the 
foreigners’ registration office, for example — the inevitable crowds waiting, 
waiting, while the wheels of Government imperceptibly ground, waiting for 
someone to attend to them. 

PAY SCALES 

The poor quality of the public administration is more easily understood in 
the light of the government’s pay scales. These were clearly inadequate to 
attract or retain qualified personnel, to sustain morale, or to prevent wide¬ 
spread petty corruption. An idea of these pay scales is afforded in Table 80. 

With independence, the salaries of the all-important secretaries to Govern¬ 
ment were reduced from K 3,500 to K 1,600 per month, and living costs in¬ 
creased about five times. The secretaries’ real income had thus been reduced 
to about one tenth of the pre-war level. The remaining wage levels also speak 
for themselves. At the bottom of the scale, they help to explain why letters 
destined for abroad often failed to reach their destination — the clerks simply 
removed the stamps and threw the letters away — and why almost all em¬ 
ployees at lower levels were under pressure to find ways to augment their 
meager incomes. 



Table 8o 

Selected Pay Scales in the Public Service, 1954 


Monthly Pay 
{Kyats) 


Chief Justice 
Puisne Judjijcs 

Auditor-General, Chief Secretary, Finance Commissioner 
Secretary to Government, Joint Secretary, Divisional Commis¬ 
sioner, Senior Directors, Directors of Agriculture, Directors 
General of Telegrajihs, of Posts, of Police, of Public Instruc¬ 
tion, Inspector General of Hospitals, Collecirir of Customs, and 
Chief Conservator of Forests, Commissioner of Income-Tax, 
Chief Engineer (Irrigation), Accountant-General 
Additional Secretary, Junior Directors, Directors of Posts, of 
Veterinary Services, of Geological Survey, of Public Relations, 
of Labour, of Civil Aviation, Inspector-General of Prisons, 
Excise Commissioner, Commissioner of National Revenue, of 
Land Settlement and of Land Records 
Deputy Secretary, Deputy Commissioner, District and Sessional 
Judges, Assistant C'ollector of (Customs 
Deputy Director in Departments, Deputy Inspector, District Su¬ 
perintendents, Forest Conservators and Principal and Su])cr- 
inicnding Engineer 

Controller of Immigration, Executive Engineer, Divisional For¬ 
ester, Hospital Suj)erintendent, Controller and Assistant Direc¬ 
tor, District Representative of Co-operatives, Chief Superin¬ 
tendent of Excise, Chief Aircraft Inspector, Director of 
Meteorological Services, Senior Geologist 
Assistant Secretary 

Senior District Officer, Subdivision Officer, Treasury Officer, 
Assistant Engineer, Head Appraiser of Customs, Deputy Con¬ 
troller of Immigration 

Chief Superintendent and Superintendent of branches in large 
offices 


Senior Upper Division Assistant (Clerk), Head Clerk, Inspector, 
District Treasury Representative, Veterinarian 


Upper Division Assistant (Clerk), Sub-Inspector of Police, Treas¬ 
ury Accountant, Stenographer, Examiner, Revenue and Settle¬ 
ment Inspector, Settlement Inspector 


Lower Division Clerk, Typist, Machine Operator, Revenue Sur¬ 
veyor, Record Keeper, Weather Observer 


Draftsman, Record Sufjplier (file keeper). Head Constable, Lab¬ 
oratory Assistant, Driver, Assistant and Untrained Teacher 


Constable, Office Boy, Messenger, Peon 


3,000 

2,500 


1,600 


1,400 
1,000 to 1,400 


1,300 


Soo to 1,200 
600 to 800 


350 to 700 

350 to 450 plus cost 
of living bonus of 55 
to 92 

200 to 300 plus cost 
of living bonus of 
97 


no to 200 plus cost 
of living bonus of 75 
to 97 

70 to no plus cost 
of living bonus of 56 
to 75 

50 to 60 plus cost of 
living bonus of 47 
to 51 

40 to 50 plus cost 
of living bonus of 42 
to 47 


Source: George T. Jackson, Report of a Survey of Public Administration in Burma, Supt., 
Govt. Printing and Stationery, Rangrxm, 1954, pp. 18-19, 
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PROCEDURES 

Before the first attempts to introduce self-government in 1923, the day-to-day 
flow of work in Government operations was naturally simple and restricted, and 
the responsibility for decisions was limited and drastically centralized. Manuals and 
directives were all written and published with this practice and policy in mind. 
There was apparently no time, or at least no attempt was made, to change these be¬ 
tween 1923 and the outbreak of World War II, and certainly since then events 
have moved too quickly for anything definitive to be done. Therefore manuals of 
procedures for the Township and District officers, Departmental Headquarters and 
the Secretariat were written under a form of administration when Burma was still 
a Province of India. The Secretariat Manual is of a later date, but still was com¬ 
piled before the war and before the achievement of independence. 

These manuals have become the cause of great delays, misuiKlerslandings, bottle¬ 
necks in procedure and operations, and limit the granting of authority or assump¬ 
tion of responsibility.*'' 

One may well hesitate to accept the statement that there was no time, be¬ 
tween 1923 and World War II, to change the manuals. But there is no rea¬ 
son to question the final statement in the quotation. If anything, it under¬ 
states the fact. Idle effect of these outmoded manuals of procedure is vividly 
illustrated by the manner in which correspondence was handled by the sev¬ 
eral ministries and departments. No less than thirty-nine separate steps were 
involved. The temptation to cite them in full is irresistible. 

In most Ministries and Departments correspondence follows 39 steps. These are 
laid down in old, out-of-date Manuals and directives or, in some cases, arc followed 
because of lack of directives; 

(i) Mail is delivered by Postman or Peon. 

(ii) It is registered or recorded. 

(iii) It is received by a Lower Division Clerk. 

(iv) It is delivered to the Chief Superintendent or the Senior Superintendent 
once or twice a day, and he retains all except personal, secret and confi¬ 
dential mail. 

(v) He opens the mail, or it is opened for him by a Peon, and is date 
stamped. 

(vi) He allocates mail to branches. Then it is registered; this usually involves 
entering the date, subject in detail, name of sender, allocation by Super¬ 
intendent, and file numl^r. 

(vii) He places all mail on a flapboard and it is sent, sometimes once and 
sometimes twice a day, to the Assistant Secretary for his information. 

(viii) The Assistant Secretary notes and passes the in-coming mail (usually 
called the “dak”) to the Deputy Secretary. 

(ix) The Deputy Secretary notes and passes the “dak” to the Joint Secretary 
or Secretary. 


5. Jackson, op, cit., p. 9. 
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(x) The Secretary notes it and may indicate action to be taken. 

(xi) The “dak” is passed back from the Secretary to the Senior or Chief 
Superintendent, often through the Deputy Secretary and Assistant Secre¬ 
tary. 

(xii) The Chief Superintendent receives the “dak,” usually at least twenty- 
four hours after it was received initially at the office, provided all the 
officers were in their offices. If they were absent, then the “dak” may 
arrive several hours later. Sometimes, and too often, it is days later. 

(xiii) The Chief Superintendent sends it to the Branch Superintendent. 

(xiv) The Superintendent reads it and allocates to Clerk or Diarist. 

(xv) The Diarist or Clerk registers it in daybook, file register and loose leaf 
register. 

(xvi) The Clerk assigned by the Superintendent to deal with the case may, or 
not, draw the file and prepare a summary and notes. 

(xvii) The letter, papers, files or documents are passed to a Senior Clerk to 
“note” (that is, make notes on the file). 

(xviii) Actions are recorded in the diary. 

(xix) The Superintendent notes. 

(xx) The Chief Superintendent notes. 

(xxi) The Assistant Secretary notes or expresses an opinion. 

(xxii) The Deputy Secretary notes and may give instructions. 

(xxiii) If passed to the Secretary, he notes and gives directions. 

(xxiv) The Assistant Secretary notes the decision. 

(xxv) The Chief Superintendent sees and passes to the Branch Superintendent, 
(xxvi) The Superintendent sees and passes to the Clerk. 

(xxvii) The Clerk prepares a draft letter or reply and the Diarist records. 

(xxviii) The draft is checked by a Senior Clerk, who may amend it. 

(xxix) The draft is checked by the Superintendent, who may amend it. 

(xxx) The draft is checked by the Chief Superintendent, who may amend it. 
(xxxi) The draft is checked by the Assistant Secretary, who may approve or 
amend it, or it may require the approval of the Deputy Secretary or 
Secretary. 

(xxxii) The Superintendent secs the decision and corrections and sends it 
through the Diarist, who records it, to the Examiner in charge of the 
Copyists. 

(xxxiii) The Examiner records it and gives it to the Copyist to prepare a fair 
copy. 

(xxxiv) The Branch Clerk checks the fair copy against the final draft. 

(xxxv) The Superintendent checks it; perhaps also the Chief Superintendent 
checks it. 

(xxxvi) The Assistant Secretary may sign for the Deputy Secretary or the 
Secretary, or he may sign his own name. 

(xxxvii) It is forwarded to the despatch section to send out the letter by post or by 
Peon. It is recorded in a register by Branch number, file number, date, 
subject, in some cases, and by the name of the recipient. 
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(xxxviii) The file is returned to the Branch Superintendent to check to determine 
any other action before directing that it be put away. 

(xxxix) The Lower Division Clerk puts it away or places it in the pending file 
or the pile of pending files.® 

Jackson also describes a number of variations from the above procedure, the 
net effect of which is further to complicate and lengthen the process. This 
methodology reduced output per employee to negligible proportions. “In one 
ministry examined, which had seven Branches and thirty employees, there was 
an average of 120 pieces of incoming correspondence a month.”^ This meant 
five pieces of correspondence per employee per month. 

The same observer found also that: 

It is at present not at all unusual to find correspondence seven or more days old 
on the desks of responsible clerks, without any action having been taken. In one 
instance under examination a request from one Ministry to another for routine 
information which could have been given within 48 hours was found still outstand¬ 
ing after forty days had elapsed. Investigation of incoming mail, reaching Assistant 
Secretaries on the flapboard after all the recording processes had been completed, 
showed that it was already ten to twenty days old. This often applied to quite 
routine reports.® 

It does not take much exercise of the imagination to envisage the effect of 
the situations described on the operation of the administrative apparatus. Yet 
procedures for the handling of correspondence were matched by equally com¬ 
plicated and time-consuming procedures in other administrative functions. 

The stultifying effects of the financial sanctions exercised by the Ministry of 
Finance have been mentioned elsewhere, but the limited financial authority 
given to executive officials needs to be taken into account here also. Two ex¬ 
amples of this may suffice. Departmental directors could sanction only ex¬ 
penditures of 200 kyats or less. An irrigation assistant in charge of the con¬ 
struction of a section of canal could sanction the expenditure only of 10 kyats 
or less.^ Because of this limited financial authority, Jackson inquired into the 
specifics of the financial controls exercised by the Finance Ministry. Three of 
his random findings are listed below. 

(ii) A position required on a permanent basis was, after a three-month review 
in Finance, approved for six months. An extension had to be obtained at once 
and after one year an appointment was obtained .... 

(iii) A Department of a Ministry requested the establishment of a post in October, 
and the Ministry sent the request forward to Finance who first asked for 
more information in February; this was sent by the Department to the 

6. Jackson, op, cit,, pp. 54-55. 

7. Ibid., p. 57. 

8. Ibid., p. 64. 

9. Ibid., p. 47. 
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Ministry late in February, and in March was forwarded by the latter to 
Finance. Tn April Finance rejected the application and in May the Depart¬ 
ment was advised of the rejection. 

# # ♦ # 

(v) The Director of a technical Department spent some time with his technical 
staff developing a programme and a project that was necessary to carry out 
the wishes of the Government in reference to a certain policy. After careful 
study and planning the needs were submitted to the Ministry concerned. 
Here it was examined by clerical staffs and correspondence between Minis¬ 
terial non-technical staffs followed. The request may not yet have reached 
Finance, but after two years there was still no decision and no action.^^^ 

The last example in particular explains a good deal of the inefficiency which 
attended the implementation of the development program. 

OTHER FACTORS 

If the weaknesses of public administration described above were inherent 
in the structure of government organization, practice and procedures, they 
were infinitely compounded by a number of other factors. Reference has al¬ 
ready been made to civil disorder, Burmanization, bad accounting, poor 
morale, nepotism, attitudes toward public employment and decision-making 
and the widespread fear of the Bureau of Special Investigation. These were 
discussed in other connections; while it would be interesting to pursue their 
application to the present problem, considerations of space suggest that this 
be left to the imagination of the reader. It will perhaps be accepted that all 
these factors seriously hampered officials at higher levels in the exercise of 
their duties and in the decision-making process. The Government’s tolerance 
of inefficiency and lack of discipline also contributed to poor performance. 
The assumption by the Government of a number of responsibilities which 
might better have been left to the private sector further strained the adminis¬ 
trative apparatus. But more important than all these was the colossal abuse of 
the administrative apparatus by the political party in power. 

POLITICAL ABUSES 

To the A.F.P.F.L. leadership and their followers, public administration was 
an instrument to be used for their own purposes. Motivated as they were 
primarily by the desire to retain power and, next, by individual and group 
power conflicts within the party coalition, they were — in a collective sense — 
blind to the country’s needs for efficient administration. They clogged the 
Government apparatus with their retainers, and directed the Government’s 
services and benefits in such a way as to favor their supporters outside. Loans, 
tax collections, import licenses and even judicial decisions were politically in- 

10. Ibid., p. 36. 
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flucnccd and controlled. In the districts, every local A.F.P.F.L. boss felt free 
to tell the district commissioner and other local officials ho'sv to conduct their 
affairs, and in whose favor. Thus, through a party domination not unlike that 
of Tammany Hall in its heyday, public administration was corrupted, sub¬ 
verted and misused. 

This political manipulation and abuse of the administrative apparatus, and 
the terribly inept public administration to which it so greatly contributed, 
would not have been possible if a responsible and critical opposition had 
existed in the Parliament. Unfortunately, even for itself — from the long-run 
point of view — the A.F.P.F.L. dominated the Parliament too. Until the 1956 
elections, the Parliamentary oj^position was both weak and irresponsible. Al¬ 
though the National United Front returned a highly vocal minority at that 
time, it was neither well-informed nor responsible, and its criticisms could be 
brushed aside as not worthy of serious consideration. Thus, until the split in 
May 1958, the legislative branch, like the executive branch, of government, 
was essentially a party creature. Iffie Parliament met only for four to six 
weeks in August and for two to three weeks in February, and it concerned 
itself chiefly with enactment of the annual and supplementary budgets. The 
party hacks in Parliament, with rare exceptions, displayed no initiative or 
independent judgment. They followed unquestioningly the orders of the 
Party Whip. Within the Party itself, there was little democracy. Congresses 
were not called, and the Supreme Council met infrequently. The small Execu¬ 
tive Ck)mmittee ruled Party and country, and within it the leadership re¬ 
solved their differences, occasionally by compromise, more often by post¬ 
poning the real issues. 

Within the Parliament, U Kyaw Min, of the small Arakanese bloc, was an 
isolated voice in the wilderness who tried manfully each year, on the shortest 
of notice, to analyze and criticize the Budget. Other critics, like U Ba Nyein, 
spoke for the Communists, and had no constructive contribution to make. 
Neither did the press, aside from U Law Tone’s independent and courageous 
English-language Nation, truly attempt to play a constructive critical role. 
Thus the Government was in a real sense irresponsible, except when it went 
to the country for general elections every four years. And even then it counted 
on the party bosses, the party-controlled mass organizations and the faithful 
followers, in whose favor it had discriminated, to provide it with recurrent 
majorities. This political irresponsibility resulted inevitably in irresponsible 
government and administration. 

DECISION-MAKING AT THE TOP 

Having thus described the role and effect of the Party and Government 
leadership, it remains to convey some understanding of how decisions were 
made within this leadership. Although it was widely believed, at one time. 



488 Major Problems in Program Implementation 

that U Nu, U Ba Swe, U Kyaw Nyein and Thakin Tin had divided among 
themselves the several areas of governmental power, this was not the case. 
The Prime Minister, with rare exceptions, consulted his colleagues, or afforded 
them the opportunity to express their views, when important decisions were 
to be made. But it was truly remarkable how seldom even one of these senior 
ministers and powerful politicians would take it upon himself to make a deci¬ 
sion of consequence, even when the matter clearly fell within his area of 
ministerial responsibility, when the basic policy governing the matter had al¬ 
ready been decided, when the case was clear and the timing urgent. Almost 
invariably the disposition was to wait and see what the Prime Minister would 
say. 

This disposition undoubtedly arose out of a keen respect for U Nu’s saga¬ 
city and was colored by relationships going back to university days, when the 
entire group looked up to him as an “elder brother.” It also reflected, however, 
some fear that he might find good reason to criticize an action independently 
taken, and that this criticism might be sharply or even scornfully expressed. 
The quality of most of the ministers was such that this was entirely possible. 
Such a prospect none of the group was willing to face. In any case, such were 
U Nu’s qualities of imagination, insight, energy and leadership that he fre¬ 
quently anticipated problems, issues and situations, and took positions long 
before most of his ministers had become aware of the questions. When ques¬ 
tions came de novo before the ministers in the council, it was U Nu who was 
best able to place them in perspective, to probe most effectively for the less 
obvious factors involved and sense their implications. His ministers waited 
for him to voice his reactions, and generally had little to say thereafter. 

These factors contributed greatly to making government very much a one- 
man show, with the merits, and the failings, of that man reflected in it. And 
naturally, the burden was far too great for any one man, however able, to 
carry. 


SUMMARY 

If any factor was more important than the abuse of political power in the 
weakness of public administration in Burma, that factor was the failure, so 
strongly emphasized throughout this study, adequately to delegate authority 
and responsibility. The Prime Minister did not delegate enough authority to 
his ministers. They did not delegate enough authority to their secretaries. The 
secretaries did not delegate enough authority to their deputies and assistants. 
In the departments, from the directors down it was the same story. The same 
was true, as we have seen, in the public enterprises. 

Because of this failure to delegate authority and responsibility, matters of 
all kinds floated inevitably to the top. These comprised not only the im¬ 
portant but also the trivial. The resulting necessity for so much decision- 
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making at the top led to overcentralization, to intolerable delays followed by 
hasty decisions, to a lack of perspective and to the pre-empting of a dispro¬ 
portionate amount of the time of the top policy-makers by the unimportant, 
the procedural and the irrelevant, while many matters of great moment never 
got considered or decided at all. It led finally to an irritation on the part of 
the leadership with the decision-making process itself. Attendance at the 
Economic and Social Board, for example, was almost invariably poor. Worse 
still, the weight of this decision-making responsibility made it impossible for 
the leaders to find time for supervision, review and appraisal of the Govern¬ 
ment’s far-flung activities, or even to consider the actions necessary to expedite 
or improve them. A general slackness and eventually an indifference to waste 
and inefficiency were the inevitable result.’^ 

The weaknesses in Burma’s public administration, and the necessity for 
corrective action, had not gone unnoticed. Several Burmese Commissions, in 
the early post-war years, had rendered constructive reports. The American 
consultants had stressed these points in their final report. The economic con¬ 
sultants, as has been amply noted, continued to do so, both in general and 
specific terms, and with increasing emphasis, over the years. The Jackson 
report, in 1953, made over eighty specific suggestions for corrective action, 
many of them valuable. These were augmented by Divers and other United 
Nations specialists in public administration, and by foreign technicians in 
other fields. U Chit Pe, for the Home Ministry, proposed an action program 
in 1957, at a time when Prime Minister U Nu had become receptive to the 
idea. The Nation and later the Guardian called attention periodically to the 
same need. The more intelligent members of the public were also aware of it, 
as is evidenced by the following excerpt from an “Open Letter to U Nu,” 
from the Guardian of June ii, 1958, written by a retired civil servant: 

Dear Sir: 

May I, one of the humble ludu [masses] submit this to you now that God has 
granted you a fresh lease as head of the Government of our adolescent country. I 
say NOW because this is the time for many members of your AFPFL group to 
turn over a new leaf. 

From my personal knowledge of your good self, you have not been a very 
realistic Executive and you were given to tall talks of doing things like a third 
rate politician. There are many examples of this, but only two will be mentioned 
here. They are — (i) a house, a motor car and a monthly income of K 800/- for 
every Maung Tin, Maung Yin and Ma Khin in the country and (ii) your silly 
reception with flowers and garlands of Pakistani cows at the Sule Pagoda Wharf. 

Now in an effort to get out of the mess stemming from 10 years of A.F.P.F.L. 
mis-rule, let first thing be done first. As no projects or programmes can be properly 

II. An excellent analysis of this same fatal weakness in another country may be found in 
Paul Appleby’s “Re-examination of India’s Administrative System,’’ almost all of which applies 
equally to Burma. 
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implemented without a good administration, I request that you start only with the 
following, leaving the spectacular things well alone for the moment. 

Here are some to bi:gin with: 

1. Trim down the Administrative Machinery. It is overcrowded. 

2. For God’s sake, do not overcrowd the Cabinet again. What is needed is 
quality and not quantity. There are still a few third rate men in your 
Cabinet. 

3. Weed out educationally unqualified persons from the services irrespective of 
connections and kill nepotism at all levels. 

4. Make the Heads of Departments, Boards and Corporations realize that 
Govt, desires clean and good administration within 3 months and allow 
them to run their own show. If any Head fails after the time-limit spare him 
no more and give the responsibility to the next man. And let service men see 
that Government means business and that only hard work, honesty and solid 
results count for their advancements. 

# # # # 

II. Give the poor ludu a good Government this time, for there can be no greater 
prosperity and liberty than under a good government. Whether an appeal to 
the country is to be made or not at the end of the Budget Session, please 
begin with the above musts for the sake of the suffering ludu and you will 
be rememlKrcd for that at the time of next General Election. 

This is by no means a complete list of the musts you ought to do. 

Good luck, 

Yours faithfully, 
ULay 

U Lay (whoever he might be) was no expert in public administration, but 
he had put his finger on the sore spot, and prescribed the remedy. More un¬ 
common, however, than his good sense was his boldness in speaking out pub¬ 
licly when so many others equally appreciative of the problem did not. 

Of the leaders, it was Prime Minister U Nu who was most aware of the 
need to improve the public administration and who was most receptive to 
suggestions for improvement. But receptivity to the idea of action and taking 
vigorous action were two different things. The Prime Minister spoke his 
mind, vigorously and forthrightly, on this question, many times. But he did 
not seem to know how to set about getting the job done. Most of the time he 
did not appear to realize that concrete action programs were necessary to 
achieve the desired result, but rather to believe that the mere statement that 
action was needed was enough. Alas, it was not. In the end, it was the accu¬ 
mulated and almost desperate need for such action which provided much of 
the impetus and motivation for the assumption of power by General Ne Win 
and the military in September 1958. 



CHAPTER 30 


Problems of 

Central Economic Policy 


In the period immediately following independence, the strongest and most 
clearly defined central economic policies were nationalization, Burmaniza- 
tion and industrialization. Over the years, other important central economic 
policies were formulated as circumstances required. Still other policy areas 
became important in a negative kind of way because, despite the need, the 
Government shied away from clearly defining its attitude on them. These 
central economic policies, whether clear or ambiguous, had an important 
effect on the implementation of Burma’s economic development program. 
The nature and effect of these policies is the subject of the discussion that 
follows.^ 

NATIONALIZATION POLICY 

The initial wave of nationalization rolled over, at varying depths, virtually 
every sector of the economy — the land, the forests, transport and com- 
munications, electric power and the few existing large manufacturing entcr- 
terprises. It engulfed most of the export trade and a substantial part of the 
import trade as well. Even the pawnshops were nationalized, and the field of 
commercial banking was invaded. Only in the mining sector did the Govern¬ 
ment exercise relative restraint. Here joint venture companies were formed 
with the largest of the foreign mining firms and successfully operated. In al- 


I. This discussion is not entirely self-contained. It will not repeat, or even necessarily recall, 
discussions in earlier chapters in which various economic policies were covcrctl. Among policies 
earlier discussed were those concerning paddy production, finance and taxes, devaluation, central 
procurement, private investment and pricing, and capitalization and financial advances, in the 
new state manufacturing enterprises. Foreign aid policy will be treated separately in the follow¬ 
ing chapter. 
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most every other case, the results of nationalization ranged from disappoint¬ 
ing to calamitous. 

Land distribution was inefficient, corrupt, disruptive of orderly production 
and — because of confusion about title and tenure — inimical to good main¬ 
tenance, especially of dikes and bunds. Unsatisfactory procurement, process¬ 
ing, handling, marketing and pricing badly retarded rice exports and foreign 
exchange earnings. The extraction, milling and marketing of teak timber also 
suflercd in Government hands. Transport, communications and electric power 
services were poor and costly, and their deficiencies acted as a depressant upon 
the entire economy. Nationalization of the Thayetmyo cement and Zeya- 
waddy sugar mills resulted in poor management, sharp reductions in output 
and higher costs. The monopoly import of essential consumer goods by the 
Civil Supplies Management Board resulted in less efficient distribution and 
higher prices to consumers. 

Losses in output, sales and earnings, particularly in foreign exchange, hurt 
badly but were not the only adverse results of nationalization. The threat of 
nationalization effectively deterred the nation’s private rice millers from main¬ 
taining and modernizing their plants, with great loss to the economy. The 
same threat deterred other new investment, whether by the remaining foreign 
“captive” firms or by new domestic and foreign investors. By vastly expand¬ 
ing opportunities for corruption for persons both within and outside the Gov¬ 
ernment, nationalization accounted in substantial measure for its spread. 
Finally, by adding enormously to the Government’s administrative and 
management burdens and by spreading the limited specialized managerial 
and executive manpower too thin, nationalization contributed greatly to im 
efficiency throughout the entire range of the Government’s normal activities. 

Implementation of the Government’s compensation policy did little to miti¬ 
gate the ill effects of nationalization. Apart from the land nationalization, it 
was the Government’s general policy to pay compensation for nationalized 
facilities on the basis of investment less depreciation. This in itself was rea¬ 
sonable enough, although some of the firms concerned argued vainly for 
compensation on the basis of replacement cost or capitalization of potential 
earning power. The investment -1 ess-depreciation formula, however, was com¬ 
plicated in many cases by questions of how the commonly experienced war 
damage was to be treated or what allowance, if any, should be made for 
compensatioji payments already received from the United Kingdom Govern¬ 
ment on account of such damages. Even after these que.stions had been 
decided, there remained questions about the arithmetic employed by the 
Government’s accountants. More important than all these was the intermina¬ 
ble process of getting the compensation determination made and the subse¬ 
quent and equally interminable delays in payment and permission to transfer 
the funds. From the point of view of the firms expropriated, and of potential 
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foreign investors as well, the implementation of compensation policy was 
highly unsatisfactory and an additional deterrent to investment. 

By 1955-56 the impetus to nationalization had just about run out. This was 
not entirely because the most obvious of the private enterprises had already 
been nationalized. There still remained, for example, two large forcign-owned 
though non-operating rice mills, a number of fair-sized sawmills, mines, 
manufacturing plants, and other enterprises, including a large department 
store, in private hands. Indeed a few new and quite promising enterprises had 
been started, including a boat yard and a concrete pipe plant built by the 
Bombay-Burmah Trading Co. But the confidence of the early J950S that 
nationalization was the high road to development and welfare had by this 
lime been largely dissipated. Increasing difficulties with the public entcr- 
j>rises — the nationalized, the new and those still under construction — had 
dampened the Socialists’ ardor. Even so confirmed a Socialist as U Kyaw 
Nyein began to doubt the wisdom of some of the decisions already made. By 
1956-57 the Government was ready to agree that it should reverse the nation¬ 
alization trend by selling shares in the new industrial ehterprises to the gen¬ 
eral public. While financial stringency provided a ready excuse for this deci¬ 
sion, the underlying cause was the leaders’ loss of confidence in their capacity 
to operate the new enterprises effectively. Indeed, only a reluctance publicly 
to confess the failure of nationalization policy prevented serious considera¬ 
tion of a proposal to return rice exports to the private trade. 

The decision to divest the Government of ownership of the new manu¬ 
facturing enterprises was not, however, followed by action. When the Gov¬ 
ernment’s economic consultants explained the necessary preliminaries to such 
a divestment — the separate incorporations, the clarification of financial 
structures and capitalizations, the prospectuses, the subsequent management 
arrangements, and so on — the Government simply shied away from this 
complicated task which it did not understand and for which it had no stom¬ 
ach. In this moment of truth, the Government might have learned that it was 
easier to get into business than to get out of it. 

BURMANIZATION POLICY 

Second only to nationalization policy in its debilitating effects on the econ¬ 
omy, and more pernicious in its social effects, was the Burmanization policy. 

Of all the policies pursued by the Burmese Government, Burmanization 
was, historically and psychologically, the most deeply rooted and the most 
powerfully motivated. In view of the colonial experience, this was not strange. 
It was only to be expected that the Burmese people would wish to remove all 
vestiges of foreign domination. With independence, political domination was 
ended. The Burmese set out to complete the job by ousting the foreigners 
from positions of control in their economic life. With the larger British enter- 
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prises nationalized and with the Chinese ousted from the pawnshops, Bur- 
manization policy tended to direct itself against the Indian. Whatever satis¬ 
factions this policy may have yielded to national pride were more than offset 
by its pernicious economic effects. 

In the first place, Burmanization provided a high-octane fuel for nationali¬ 
zation policy. To the Burman, nationalization had two complementary as¬ 
pects— the ousting of the foreigner and his replacement by a Burmese 
national were just as important as the socialization of the major means of 
production. It is doubtful whether the scope of nationalization would have 
been as broad, or its pace as rapid, in the absence of the Burmanization urge. 

We have already noted how Burmanization policy in the import field 
impeded the free flow of imports and disrupted distribution, resulting in 
high prices to consumers. Other forms of discrimination through which 
Burmanization policy expressed itself — the denial of loans and foreign ex¬ 
change remittances, and the non-issuance of entry permits for technicians, for 
example — discouraged investment and encouraged capital flight. Discrimina¬ 
tion at the University, in the Government service and in business occupations 
lessened Burmans’ incentives to improve their skills and exert their best 
efforts. Aliens who had lived all their lives in Burma found it difficult to ob¬ 
tain re-entry permits for sons they had sent abroad for advanced professional 
and technical study. But the sapping effects of such discrimination on the 
development of a trained manpower force were far outweighed by the slack¬ 
ness which Burmanization policy encouraged among Burmese youth. Be¬ 
cause Burmanization policy most clearly favored Burmans in the field of im¬ 
port trade, it tended to attract to this occupation talents and energies which 
would otherwise have been directed into more productive activities. The 
broad result of all these measures was to depress the contribution which the 
deviant minority groups were capable of making to every aspect of the na¬ 
tion’s economy and social life. 

A policy so strongly rooted in the frustrations and hates of the past could 
not be expected to be moderate, logical, or even consistent with other basic 
policies. In the import field, for example, the supply of goods to the con¬ 
suming public at the lowest prices possible was presumably a clear Govern¬ 
ment objective. When Burmanization policy came into conflict with this 
objective, it was the Burmanization policy which conquered. As to the logic 
of the policy, a discussion with U Kyaw Nyein, the then Deputy Prime Minis¬ 
ter for National Economy, was illuminating. He had stated frankly his in¬ 
tention to drive the Indians out of the import trade. When asked where he 
wanted to drive them, he replied, “Into manufacturing production.” Yet 
when he was asked whether resident Indians and Pakistanis would receive 
equal treatment in the matter of Government industrial loans, he admitted 
that they would not. 
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Burmanization policy not only reflected a basic insecurity on the part of the 
Burman vis-a-vis the foreigner; it confirmed and strengthened that insecurity. 
It therefore contributed greatly to indecisiveness throughout social life. The 
repressive and discriminatory measures in which this insecurity found its 
expression led in turn to the need for ever more stringent controls, which 
affected not only those at whom they were primarily aimed but society at 
large as well. Worst of all, by providing a scapegoat on whom almost every 
conceivable economic and social ill could be blamed, Burmanization enabled 
the Burmese to blind their eyes to their own defects, and to avoid facing up 
to the real issues. 

If the case against Burmanization is stressed, it is partly because this aspect 
of the Burma experience provides a lesson that many of the emerging coun¬ 
tries in Africa need to take to heart. “Africanization,” it is already clear, 
seems destined to be an equally powerful policy. 

INDUSTRIALIZATION POLICY 

Together with nationalization and Burmanization, industrialization was 
one of the three strongest and most clearly defined central economic policies 
of the young Government. Industrialization was considered, if not equivalent 
to, at least the high road to, socialism, modernity and development. Industry, 
it was thought, was more productive than agriculture, would create employ¬ 
ment opportunities for surplus agricultural labor, help to diversify and stabi¬ 
lize the economy and, by making Burma self-suflicient, provide insurance 
against a recurrence of severe wartime shortages and bolster the newly won 
political independence with its economic counterpart. In addition, by develop¬ 
ing an economic base for at least small arms production, industrialization 
would help make the country more secure. These beliefs were complemented 
by two related ideas. Industrialization could not be confined to light indus¬ 
tries; it needed basic sup^port in heavy industry — i.e., a steel factory — as well. 
And, of course, industrialization would have to be carried out by the state — 
whether because the private sector could not, or should not, be permitted to 
do the job was not altogether clear. 

The industrialization policy caused the Government to commit itself in 
principle, at the outset of the development program, to some sixty-five indus¬ 
trial projects the total cost of which was never calculated. The initial wave of 
projects — the steel, piharmaceuticals, jute, sugar, brick and tile and other 
plants — far exceeded in cost the eight-year allotment recommended by the 
consultants. Even when financial stringency developed in 1954-55 
eluded further state-financed industrial starts, the industries people, headed 
by U Kyaw Nyein, continued to try by all piossible means to broaden the 
industrialization program with additional cotton textile and steel capacity 
and with new pulp and paper, fertilizer, rubber, glass and other plants. When 
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confidence in nationalization policy weakened, the emphasis in industrializa¬ 
tion policy was directed to joint venture arrangements. 

The weaknesses in the industrialization policy arose in large part out of 
weaknesses in the logic on which it was predicated. Industrialization is not 
necessarily equivalent to development in any setting and at any given time. 
Industry may, to be sure, yield a greater output per capita than, say, agricul¬ 
ture, but the same amount of capital invested in agriculture may yield a far 
greater total return to the economy. With much previously cultivated land 
waiting for reclamation, with vast cultivable areas still available, and with 
great potentials for increased yields from relatively simple, low-cost improve¬ 
ments in seeds, fertilizers, insecticides, and so on, Burmese agriculture was 
not yet burdened by a true labor surplus, and was not likely to be for a con¬ 
siderable period of time. In any case, the Burmese notion of the contribution 
industrialization could make to the nation’s gross product and to direct em¬ 
ployment was vastly exaggerated. (U Kyaw Nyein was startled to learn that 
less than one fourth of the U. S. labor force was currently employed in manu¬ 
facturing.) 

Diversification within agriculture would help stabilize the economy even 
more than would the modest amount of industrialization which could be ex¬ 
pected in the short run, and economic self-sufficiency, if pursued far enough, 
was the road to poverty rather than to economic independence, autarchy be¬ 
ing no less fallacious in the Burmese setting than in any other. Textile mills, 
using domestic cotton, could prevent the recurrence of wartime shortages 
(but could be justified on better grounds). The pharmaceuticals plant, de¬ 
pendent on the import of bulk drugs and packaging components, could not. 
And a 20,000-ton steel mill, designed to produce chiefly light steel shapes, bar, 
sheet and wire products, could not, of course, support significant arms pro¬ 
duction and thus serve a strategic purpose. In any event, it was unrealistic to 
think that Burma, even as a neutral, could isolate herself from the economic 
effects of possible future war. Light industry in Burma would indeed require 
a heavy industry base. That base existed — elsewhere — and it made no sense 
to try to create it, less efficiently, less reliably and at much higher cost, in 
Burma. 

Finally, the capacities of the private sector were far greater, both in talent 
and in capital, than the A.F.P.F.L. leaders realized, or than could be trans¬ 
lated into action under the Government’s excessive controls and in the face of 
its general hostility. In any case, state ownership and operation were not the 
only means of insuring industrialization — certainly not in the case of small 
and even medium-sized plants, and not necessarily even in the case of the 
larger ones. The Government could have exercised the necessary initiative, 
and provided capital — as loan capital, or as equity capital in partnership with 
private investors (domestic, foreign, or both) —without itself acting as sole 
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entrepreneur. Burma determined on state-owned industrial enterprise, not 
because this was the sole alternative, but because her leaders, at least at the 
outset, were hostile to private ownership and were intent on building a So¬ 
cialist state. 

Overemphasis on industrialization, and the related ideas which entered into 
the complex of industrialization jiolicy, weakened Burma’s development effort 
in many ways. It led to poor judgment in project selection, as in the case of 
steel, and in the determination of project size, as in the case of pharmaceuti¬ 
cals. It diverted to industrialization resources which would have been more 
productively employed in other sectors. These included leadership and ad¬ 
ministrative resources as well as manpower, materials and the finances which 
command them. If, for example, the dynamic IJ Kyaw Nyein had been named 
Minister for Agriculture, rather than Industries, at the very outset of the pro¬ 
gram, there is no question that Burma’s recovery and development would 
have proceeded at a steadier and more rapid pace. Industrialization policy 
also hurt by diverting attention from the need to improve internal security 
and public administration and other priority requirements. 

Enthusiasm for industrialization under state auspices also blinded the lead¬ 
ers to the practical problems of management. Not only did it lead them to 
disregard these problems at the outset of the program; so intent were they on 
seeking ways to implement new plants that they continued to ignore manage¬ 
ment problems even as the first wave of industries commenced operations in 
an atmosphere of near chaos. This disregard of management problems was 
terribly costly in money, in public confidence and, ultimately, in political con¬ 
sequences. 

FISCAL, MONETARY AND CREDIT POLICY 

In view of the extensive discussion in Chapter 27, only a few brief com¬ 
ments on finance are required here. The 1954-55 consequences of the disregard 
for sound fiscal and monetary policy in the 1953-54 capital program regis¬ 
tered deeply. The Government was thereafter sufficiently concerned with in¬ 
flationary threats to comply in a general way with the advice it received on 
policy in these areas. It refused, however, as wc have seen, to place adequate 
emphasis on a strengthening domestic finance to achieve a soundly based 
economic stability, and chose instead to take the easier road of borrowing 
from abroad. It relied heavily on imports and foreign exchange as instruments 
of monetary policy. The structure and nature of the economy did not afford 
much opportunity to use credit policy as a tool for achieving stabilization 
objectives. Central bank rates, rediscounts, open market operations and re¬ 
serve reejuirements could not be utilized effectively, as in the case of more 
developed economics, to contribute in major degree to economic stability. 

On the whole, the fiscal, monetary and credit policies were better than 
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their implementation. This was due in an important degree to the reliance 
placed on import policy for anti-inflation control and to the administrative 
and structural weaknesses in the implementation of import programs. It was 
due also to the inability, already noted, of the State Agricultural Bank to as¬ 
sume responsibility for an ever-increasing portion of the credit needs of the 
cultivators. This failure not only prevented the living levels of the cultivators 
from rising; it also continued to channel into agricultural credit the savings 
that would otherwise have found their way into more desirable productive 
uses. 


FOREIGN TRADE AND EXCHANGE POLICY 

Burma abandoned her adherence to the old British Imperial Preference 
System in ig5^. She displayed few preferences thereafter cither in making 
foreign purchases or in seeking markets for her goods abroad. 

On the ex[)orL side, policy was opportunistic both in direction and in pay¬ 
ments. Barter was resorted to as a technique for rice disposal to the Soviet 
bloc countries. This reflected the desire U) maximize export earnings, and was 
not politically motivated. Less publicized were other barter arrangements 
periodically proposed by Free World countries like Indonesia and the Philip¬ 
pines, which the Government was always ready to consider. The Government 
was even inclined to consider barter deals offered by private firms, such as the 
East Asiatic Company, but fortunately was dissuaded from accepting them. 
As late as 1958 a large-scale open-account arrangement was concluded with 
India, involving on Burma’s side timber and a number of additional com¬ 
modities other than rice (which was governed by a separate cash agreement). 

On the import side, Burma’s purchase of dollar goods was strictly limited 
by a rather Spartan, self-imposed interpretation of her obligations as a mem¬ 
ber of the Sterling bloc. Quotas and licensing, rather than tariffs, were used 
for control purposes, and the volume of imports was used as a variable to 
safeguard foreign exchange reserves or to curb domestic money supply, as the 
case might be. Policy and practice with respect to the structure of the import 
trade — the applications of nationalization and Burmanization policy — have 
already been described, as have the problems resulting from them. 

The barter arrangements for rice reflected the mistaken notion that exces¬ 
sive carry-over stocks of rice could be sold only in this way. Actually, at any 
time, Burma could have sold all her rice for cash, had she been willing to 
adjust her prices realistically early enough in the season to make larger ship¬ 
ments possible. When she sold rice to Soviet bloc countries on barter account 
for the “price” paid by cash buyers, she sold in reality for a far lower price, 
because the goods she obtained in exchange were, with the exception of Chi¬ 
nese and Czech goods, priced far above competitive goods elsewhere. In fact, 
rice sold to the Soviet Union constituted, in effect, a non-interest-bearing 
credit to that country, for desired goods could not be obtained in payment. 
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These credits were reduced periodically, chiefly by subsequently negotiated 
tripartite arrangements which permitted their use in Czechoslovakia. Of all 
the Soviet bloc countries, only China and Czechoslovakia proved satisfactory 
trading partners. Hungary, Poland, Rumania and Bulgaria, as well as the 
U.S.S.R., were highly unsatisfactory from the point of view of availabilities, 
qualities, prices and deliveries. Fortunately, successive decreases in export rice 
prices increased cash purchases virtually to the level of available supplies by 
1957, and barter sales were thereafter reduced to relatively minor amounts. 
One might say, therefore, that rice barter sales were used — though not by 
design — as a substitute for effective rice marketing and pricing. 

Burma’s policy on U. S. dispo.sals of surplus rice, wheat and other food 
grains under P.L. 480 to countries which were traditional markets for Bur¬ 
mese rice was noteworthy. Although much criticism was voiced in the press 
at the time, early P.L. 480 disposals to such countries in 1953, 1954 and 1955 
evoked no official protest by the Burmese Government. Once Burma herself 
became the recipient of P.L. 480 assistance, chiefly in cotton, her leaders felt 
it would be illogical to complain about the P.L. 480 assistance others received. 
The economic consultants had several times suggested that Burma at least 
communicate her concern to the United States, and request that she be con¬ 
sulted before new P.L. 480 food grain arrangements were undertaken with 
countries which were traditional markets for Burma’s rice. This Prime Minis¬ 
ter U Nu refused to do. His reasons were that he would not prevent food from 
reaching hungry people, that the United States was perfectly capable of man¬ 
aging her own affairs and that any complaint Burma might make would in 
any case be ignored. On more than one occasion when the United States 
sought informally to ascertain Burma’s reactions to P.L. 480 disposals then 
under contemplation, Burmese officials declined to express them. 

Tariff policy was moderate, and geared increasingly to revenue and to 
protection for new home industry. The tariff schedules still retained many 
vestiges of the colonial structure, with raw materials and components dutiable 
at rates equal to those imposed on finished products, and without special con¬ 
sideration for capital goods. 

Foreign exchange policy aimed broadly at maintaining reserves at a level 
double that required for currency cover and equal to approximately six 
months’ import requirements. It was heavily relied upon, as has been noted, 
to implement domestic stabilization policy. 

PRICING POLICY 

Only with respect to the Government-established domestic purchase price 
for paddy was pricing policy clear, purposeful and determined. In most other 
applications it was fuzzy, timid and weak, and not attuned to development 
objectives. 

Maintenance of the fixed purchase price for paddy provided the Govern- 
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ment with huge profits as rice export prices rose to their peak in 1952, and 
with increasingly narrow and ever more needed profit margins as export 
prices dropped thereafter. The profit margin built up the huge cash and 
foreign exchange reserves with which the Government so confidently em¬ 
barked on its large-scale development program, and on which it counted so 
heavily to finance the program. Objections from the paddy cultivators to the 
fixed purchase price were strangely lacking. They did not realize, perhaps, 
how great was the Government's profit margin and how disproportionately 
they were contributing to the cost of the development effort.“ The organiza¬ 
tions which supposedly represented them — the A.B.P.O. and the coopera¬ 
tives—were political arms of the A.F.P.F.L., and did not speak up for their 
interest in this matter. What was more surprising was the failure of the Com¬ 
munists to exploit this issue, on which the Government was so vulnerable. It 
is difficult to believe the Communists were not aware of the realities and the 
political potentials. Were they silent because, always hoj^eful of early success 
in winning control of the Government, they too wished to use this same 
powerful engine for resource mobilization? Whatever the reason, the issue 
was never strongly pressed. 

The pricing of export rice illustrates the classic difficulty of determining 
that monopoly price which, over time, best combines with volume to yield 
maximum profit. This problem would have been difficult even for sophisti¬ 
cated managers, which the S.A.M.B. and the Cabinet (the power to make 
price decisions was never delegated to the S.A.M.B.) were not. Furthermore, 
the ministers did not trust one another. (One of the key issues on which U Nu 
and U Kyaw Nyein had fallen out was the former’s charge that Kyaw Nyein, 
on one occasion when U Nii was out of the country, had gone beyond the 
bounds of propriety in approving a certain rice sale.) Lacking confidence in 
their own judgment, and fearful of error — though unwilling to liquidate 
their monopoly — the ministers hesitated to attempt boldly, in 1953 and the 
following years, to price the rice surplus at a level which would clear the 
market. Under pressure from the market and their own consultants, they ac¬ 
commodated prices, step by step, to the market decline. But until 1956 this 
accommodation was always too little and too late. 

By r956“57, U Nu and his chief colleagues had accepted the proposition 
that Burma’s increasing rice supplies could be sold only if priced competitively 
with wheat, in terms of historic wheat-rice price ratios (broadly adjusted for 
remaining post-war distortions). When this idea finally “took,” it took hard, 
and was inflexibly applied. Thus, it proved extremely difficult to persuade the 
Government to mark up the price of rice in 1958, when bad weather resulted 


2. Even uiultT private trade, before the war, the traders’ margins appear to have been more 
than competitive. In addition, rents and land revenue taxes were relatively far less burdensome 
than before. I’he cultivators’ net income, therefore, was not far different. 
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in a short crop and buyers* demands for S.M.S., at ^^32 per ton (the price 
previously established only in the Indian contract for that year) far exceeded 
the available supply. 

Civil Supplies pricing of imported essential consumer goods has been men¬ 
tioned. Although the Government’s stated purpose was lo supply such goods 
to consumers at the lowest possible prices, inefficient procurement and man¬ 
agement made the Civil Supplies Board incapable of competing with private 
trade, and the Government yielded to demands for a monopoly over the goods 
handled by it so that higher than competitive prices could be maintained. At¬ 
tempts to eliminate the monopoly privilege were only partly successful, de¬ 
spite the Government's desire, especially after its shock by the 1956 election 
results, to insure lower prices. Thus, nationalization policy, like Burmaniza- 
tion policy, triumphed over basic pricing policy. 

When shortages in 1955 and 1956 resulted in a tremendous increase in the 
prices of imported goods, and rationed Civil Supplies goods were being resold 
by buyers at large profits, the economic consultants recommended that these 
windfall profits be recaptured by the Government through higher Civil Sup¬ 
plies jirices. These, they suggested, should be set just below the market, and 
adjusted to lead market prices step by step back toward normal as import 
volumes increased. The first part of the recommendation was followed. The 
second, which required flexibility, judgment and initiative, was not, and much 
criticism rightly ensued. 

Pricing in other fields was equally faulty. The railways and the waterways 
did not adjust their rates downward as security improved and capacity and 
freight volume grew. In many cases, inland traffic hauls of 400 miles cost more 
than a 4,000-mile ocean haul to Rangoon from suppliers’ ports. Electric power, 
at 45 pyas (9.5^) per KWH for domestic use, was extremely expensive. Yet 
even when sizable new generating capacity was installed, power rates were 
not modified. The Thayctmyo cement mill, when f)rivatcly owned, had sold 
cement at Thayetmyo (upriver on the Irrawaddy from Rangoon) at a 
monopoly price based on the cost of imported cement at Rangoon, plus freight 
to Thayetmyo — in other words, as though the cement had actually been im¬ 
ported. The Government, after nationalization, continued the same pricing 
policy, despite criticism by the economic consultants. It is doubtful whether 
the Government understood the principles involved, or recognized that they 
were discriminating, as the former private monopoly owners had done, 
against construction and development in the hinterland.'"^ Subscription to the 
Rangoon telephone system, at K 600 per year, was costly, and very difficult to 
obtain. This charge did not vary with the number of calls made, nor was 
extra charge made for long-distance calls. (Of course, there were not many 

3. Some of the pricing policy problems of the new state manufacturing enterprises have been 
mentioned in Chapter 27. 
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destinations to which such calls could be attempted, and still fewer to which 
they could intelligibly be completed!) This pricing scale was a carry-over 
from the pre-war days when only privileged English officials and traders had 
telephones. But no one thought to change the tariff. 

Thus, for the most part, pricing was determined by timidity, by politics and 
by inertia. Policy itself was lacking for the most part. While a forum existed 
for its formulation, appreciation of the necessity and function of pricing pol¬ 
icy was wanting, and too many questions of far less importance preoccupied 
the policy-makers in such time as they found to devote to development af¬ 
fairs. 

PRIVATE SECTOR AND INVESTMENT POLICY 

In the early days of independence, even the moderate elements in the 
A.F.P.F.L. had joined with the Socialists in denouncing capitalism and profit- 
seekers as exploitative, mercenary and evil. By 1949 the desperate fortunes of 
the insurrection-torn state had led to a plea for private investment from 
abroad, and the strong passions of Burmanization had somewhat softened the 
Government’s animus toward Burmese business men. Indeed, by 1953, when 
Burmese traders who had overstocked themselves with imported textiles dur¬ 
ing the Korean War boom were caught badly by a sudden sharp drop in 
prices, they were able to demand that the Government — just because it 
called itself a socialist government — bail them out by buying their goods at 
cost, and actually got consideration of this request! Surely it was a strange kind 
of socialism that could seriously entertain such a demand! The economic con¬ 
sultants pointed out (with some pleasure) that even a capitalist government 
dedicated to a free enterprise profit (and loss) economy would give short 
shrift to such requests. 

By the end of 1953, the Government affirmed its readiness — for an interim 
period — to assist Burmese producers and traders, financially and otherwise. 
Priority in import licenses for traders and industrial loans for producers soon 
followed. In 1955 the Government issued a statement concerning private in¬ 
vestment policy designed to encourage both domestic and foreign investors. 
This was formalized in legislation in 1959. 

While the thinking of some of the leaders, and the Government’s public 
statements and announced policies, did turn in the direction of private invest¬ 
ment, they did not turn far enough, and Government practices did not turn 
with them. Security remained a problem. Taxes continued to be burdensome. 
Labor policies and legislation were unrealistic. Import licenses for raw mate¬ 
rials, spare parts and operating supplies remained uncertain. Too many un¬ 
necessary production and distribution controls were still in effect. Essential 
services (water, transport, communications, and so on) were no more reliable 
than before. Too many Government employees and party adherents still 
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needed to be paid off. The duration of the official “interim period” during 
which private enterprise would be tolerated was as uncertain as were most 
other factors pertinent to investment decisions. In general, the climate for 
investment remained unfavorable. Thus, although the initial animus against 
private enterprise and investment was modified, and some Government poli¬ 
cies were developed which were relatively favorable, the total attitude was at 
best ambivalent, and the Government’s actual practices were discouraging. It 
is remarkable that the private sector responded to the degree that it did. This 
response, under so many adverse circumstances, is strong evidence of the 
challenging profit opportunities offered by the economy and the inherent 
capacity and inclination of the private sector to realize them. 

PLANNING PRIORITIES 

Since priorities inevitably reflect policies as well as strategies, some discus¬ 
sion of priorities would seem to be called for in the present context of eco¬ 
nomic policy. 

In their development planning, the American consultants had assigned 
high priority to internal security, to the restoration of pre-war levels of pro¬ 
duction and exports in the primary sectors, to manpower training, to maxi¬ 
mum participation by the private sector, to improved organization, adminis¬ 
tration and management, and to supervision and coordination to insure 
satisfactory implementation of a balanced development program. These 
emphases, as we have seen, did not register effectively with the Government. 
The Government’s program assigned high priorities to nationalization, Bur- 
manization and industrialization and, so far as the physical program was 
concerned, seemingly gave priority to doing everything possible at once — 
which meant, in practice, that it really assigned no program priorities at all. 

With financial and foreign exchange stringency in i954~55--56, and the need 
for program cutbacks, priority was given to projects already committed and 
under way, to the basic rehabilitation of transport and communications, to 
projects which promised to earn or save foreign exchange, to projects which 
could readily use reparations or barter credits and to emergency projects such 
as restoration of the destroyed Kabo dam, as well as to projects basically more 
essential. The relative readiness of the various operating agencies was also an 
important factor, as were political considerations in a number of cases. This 
state of affairs makes any discussion of basic priorities somewhat academic 
and even irrelevant to the actual situation. Indeed, when the World Bank 
Mission asked, early in 1955, for a statement of the priorities in the Govern¬ 
ment’s development plans, those responsible for framing the reply approached 
the task with a feeling of some awkwardness and even unreality. 

More and more, as experience accumulated, the consultants felt that the 
basic priorities were not so much those involved in the allocation of resources 
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as those they had stressed at the very outset — the absolute primacy of internal 
law and order, restoration of primary production, encouragement of the pri¬ 
vate sector, improvement of the public administration and the essential serv¬ 
ices, improvement of management in the public enterprises, expansion or 
creation of essential institutions like the State Agricultural Bank and an 
Industrial Development Bank, improved supervision and coordination of 
program implcmcjitation and formulation of the policies required to facilitate 
achievement of development goals. These emphases, which, to be sure, in¬ 
volved resource allocations to some extent, were of far greater practical im¬ 
portance than were the more conventional priorities usually discussed in the 
context of resource allocation. 

HOUSING POLICY 

The general welfare objectives of the Government, combined with practical 
and political considerations, had led to a public housing policy which subsi¬ 
dized certain groups — chiefly higher level Government employees and po¬ 
litical workers and favorites.'^ This policy resulted in the construction, until 
1956, of several thousand urban housing units at an average cost of K 10,000- 
K 15,000. These involved a substantial subsidy to the favored few to whom 
the units were made available at a rental far below cost. This policy made 
little sense in an economy in which the cost of subsidies could be borne only 
by the less favored urban poor and by the even poorer agricultural segments 
of the population. When this point was made to U Nu and, separately, to U 
Kyaw Nycin, both grasped it at once, and the construction of relatively high- 
cost housing units requiring subsidy rentals was abandoned. 

What the Government failed to do was to sponsor a low-cost housing pro¬ 
gram, of units appropriate to the environment, and at a cost which would be 
covered by the low rentals people could afford to pay. Such a program, with 
housing units and communities of approved designs and specifications, could 
have been carried out by private builders with simple incentives like ten-year 
tax exemptions and low-interest loan capital, and would have served a highly 
useful purpose. Even after the nationalization drive lost its initial impetus 
and doubts of its further value had set in, the Government was not yet ready 
seriously to consider such an approach. 

LAND ALIENATION POLICY 

One of the earliest policies for agricultural relief was the prohibition of 
land alienation, designed to prevent the foreclosure of mortgages on agricul¬ 
tural land and further increases in tenancy. The law implementing this policy 
also prohibited the acquisition of land ownership by foreigners. Whether by 

4. Families dispossessed by fire from their hutments were either assisted in rebuilding them 
or housed in low-cost, publicly built, non-subsidized “emergency” units. 
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accident or design, this prohibition applied to urban properties as well as farm 
lands. In terms of development objectives, this latter prohibition was ex¬ 
tremely undesirable. Since most of the banks were owned by foreigners, it 
prevented Burmese owners of urban land and improved properties from using 
these assets as collateral to raise capital for investment. U Kyaw Nyein ap¬ 
preciated this point, when it was presented to him, but never got around to 
doing anything about it. Thus an unanticipated application of a well-moti¬ 
vated policy exerted a retarding influence on development and, as in many 
other instances, inertia proved too powerful to permit its correction. 

Incidentally, even the protection the policy gave to cultivators had its nega¬ 
tive aspect. The farmer could no longer be foreclosed off his land for non¬ 
payment of debt or interest. By the same token, however, the diminished 
security meant that the borrower had to pay higher rates of interest for money 
from private lenders. Under the circumstances the })rotection afforded the 
cultivator came at high cost, and its value may have become debatable. Inter¬ 
est rates might have been reduced by a Government-guaranteed loan repay¬ 
ment insurance program, under which all borrowers would pay a premium 
to cover defaulters, but such a possibility was not explored. 

SUMMARY 

This consideration of central economic policy should have made it quite 
obvious that Burma’s economic policies were not geared to her development 
objectives. Nationalization, Burmanization, industrialization, private invest¬ 
ment, fiscal and other policies operated in many ways to retard and distort, 
rather than to support, the development process. This of course was not clear 
to the Burmese leaders at the outset of the program. In their eyes, these poli¬ 
cies were more than reconcilable with the central development objective; they 
were viewed as highly essential and complementary to it — as policies which 
would spur development and make it healthier by strengthening the social 
and economic structure, by building more equitable relationships into it and 
by establishing a sounder basis for continued growth in the future. 

In Burmese eyes, each of these major economic policies was a different 
aspect of the welfare goal that development was designed to serve. National¬ 
ization, they believed, would protect the ludu — the “masses” — from exploita¬ 
tion. Burmanization would similarly protect them from the greedy and un¬ 
trustworthy foreigner. Industrialization would provide them with the good 
things of life and make for a stronger independence. And light taxation, easy 
loan collection, subsidized housing, spread-thc-work employment policy and 
easy standards of performance were but obvious applications of the welfare 
principle. If the goal of development was welfare, it seemed perfectly logical 
to have some of the welfare now. 

Insofar as the goal of welfare called, in the present, for relatively greater 
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shares to consumption and relatively fewer shares to savings and investment, 
this was a choice which any society is entitled to make for itself. The Bur¬ 
mese, however, were not consciously choosing more today at the price of less 
tomorrow. They thought they were so conducting their affairs as to achieve 
the more tomorrow as well. But the fact was that their economic policies, in¬ 
stead of helping to achieve that greater economic growth which alone could 
make possible the increased welfare they desired, actually retarded and dis¬ 
torted that growth. 

If, at the time of independence, the Burmese believed that welfare would 
easily and quickly be attained, the experience of the 1950s taught them other¬ 
wise. They later realized the validity and wisdom of what Furnivall had told 
them many years before: “Independence is a condition of, but not a guarantor 
of, welfare.” They questioned whether nationalization and industrialization 
would indeed contribute to progress. They had begun even to realize that 
hard work, efficiency, management and improved administration might be 
necessary, difficult though these were to reconcile with popular notions of 
welfare. But Burrnanization policy did not seem to have been affected. 
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Problems of Foreign Aid 


Foreign aid’ accounted for more than 50 per cent of public capital expendi¬ 
tures in the second half of the eight-year program, and for nearly one third of 
such expenditures for the eight-year period as a whole. While the amount of 
foreign aid actually delivered in the first four years was minor and the real 
aid harvest was garnered only in the second half, consideration of the need 
for foreign aid began early in 1954, and considerable time and attention were 
devoted to it in the next two years. 

With foreign aid playing so large a role in the financing of the development 
effort, the many problems which arose in connection with it were obviously 
of considerable importance. The basic policy problems arose out of the pos¬ 
sible impact of foreign aid on Burma’s sovereignty and neutrality and the 
extent to which Burma and the various sources of aid had common objectives 
in the matter.^ The remaining problems were, for the most part, the avail¬ 
ability and timing of aid, its nature and flexibility, the conditions under which 
it was offered and methods of utilization. The nature and seriousness of these 
problems, and their effect on the implementation of the development pro¬ 
gram, may perhaps best be examined by reference to Burma’s experiences with 
her major aid sources — Japan, the United States, the U.S.S.R., India, the 
World Bank and the International Monetary Fund. It will be useful to pro¬ 
vide here the chronological highlights of the foreign aid experience (Table 
81) and to tabulate the aid commitments and deliveries actually received 
(Table 82). 

Aid commitments, and deliveries through September 30, i960, are shown 

1. Problems of foreign investment have been separately treated in Chapter 19. Problems of 
technical assistance will be separately treated in Chapter 32. 

2. The question whether Burma should resort to foreign aid at all and the question of the 
appropriate distribution of the resource burden between foreign and domestic finance are dis¬ 
cussed in Chapter 25. 
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Chronological 
March 1953 

November i()54 

March 1955 

May 1955 

August 1955 

September 1955 

December 1955 

February 1956 

March 1956 


April 1956 
May 1956 

July 1956 


Tabic 81 

Highlights of the Foreign Aid Experience 

Burma served nritice on the United States that she desired the 
special technical and economic assistance program to end as of 
June 1953. 

'I’lie Japanese Rejiaratioiis Agreement was concluded. Burma 
also submitted to the World Hank a list of projects totaling $163 
million to serve as a basis for selective World Bank loan con¬ 
sideration. 

The foreign exchange situation and outlook having become 
quite grave, the economic consultants recommended that the 
Government seriously consider loans from the United States, 
the Internaticjnal Monetary Fund and the World Bank. 

The Foreign Afl'airs Subcommittee of the Cabinet recommended 
tf) the Government that such loans be sought. The United States 
Government indicated infornudly that it would entertain favor¬ 
ably a loan request from the Burmese Government. 

Negotiations were initiated with India which resulted the fol¬ 
lowing tnonth in an agreement on the part of that country to 
lend Burma K 20 crores. Before these negotiations were con- 
cliideil, a reque.st was made to the United States Government 
for a loan of $50 million, primarily for balance of payments 
pur]7ose.s. 

Agreement was reached in Washington in principle on a $20- 
n til lion sale to Burma of surplus agricultural commodities under 
H.L. 480, to be paid for in domestic currency. 

Messrs. Khrushchev and Bulganin visited Burma, and pre¬ 
liminary understandings were reached with respect to a U.S.S.R. 
aid program. 

A $21.7-million P.L. 480 agreement was concluded with the 
United States. Intermittent discussions concerning a development 
loan were continued. 

The International Monetary Fund permitted Burma to draw $15 
million. 

The United States Government offered to purchase 10,000 tons 
of Burmese rice in exchange for roughly $i million, to be used 
for the cmjiloyment of U. S. technicians. 

Mr. Mikoyan, on behalf of the U.S.S.R., negotiated .separate 
agreements providing for the annual purcha.se over a five-year 
period of up to 400,000 tons of rice in exchange for Russian 
goods and services, and for .six gift projects in the value of 
K 21 crores which would be matched by a gift of Burmese rice 
to the U.S.S.R, 

The United States offered a $25-million development loan to 
Burma. 

Burma accepted the rice for the technicians exchange offer ex¬ 
tended by the United States. The World Bank extended two 
loans to the Burma Railways and Rangoon Port Authority 
totaling S19.35 million. 

The United States agreed to amend the conditions attached to 
its previous |25-million development loan offer along the lines 
requested by Burma. 
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Table 8i (Continued) 


November 1956 
December 1956 
January-March 1957 


March 1957 
July-August 1957 


October 1957 
January 19 58 

May 1958 

September 1958 

July 1959 


Burma indicated its acceptance of the $25-million U. S. loan 
offer. 

Burma requested a second P.L. 480 program of three years’ 
duration. 

The United States offered "interim” P.L. 480 assistance in the 
form f>f a $1 million tobacco agreement and $5 million in In¬ 
dian rupees for textile purchases under Section io4d, both for 
local currency. 

The $25 million U. S. Development Loan Agreement was signed. 

Uiulerstandiiig was quickly reachetl between Burma and the 
United States for a $to million loan for police equipment and 
supplies and for the purchase by Burma, for $2 million of local 
currency, of U. S. surplus military equipment and sup])lics at 
bargain rates. 

Parliament approved the $25 million U. S. loan. 

Arrangements for the U. S. police loan and military supplies 
purchase were consummated. 

A second P.L. 480 agreement, for million, was concluded 
with the United States. 

Burma accepted the $5 million Indian textiles offer under P.L. 
480, Section I04d. 

The United States agreed to grant Burma $31 million and $6 
million in local currency toward the cost of a new highway be¬ 
tween RangtKin and Mandala>, and for additional facilities at the 
University of Rangoon. 


Source: Robert R. Nathan Associates files, and Survey of Burma's Foreign Economic Relations, 
rg48-j:8. Rangoon-IIopkins Center for Southeast A,sia Studies, Rangoon University. 


in Table 83. The Japanese commitment accounted for almost half the total; 
the U. S. commitment for slightly more than one quarter; and the Indian and 
U.S.S.R. commitments for approximately one twelfth each. The World Bank 
and International Monetary Fund commitments accounted for 4 and 3 per 
cent, respectively. The actual delivery picture was quite different. Japan con¬ 
tributed about three eighths of total deliveries; the United States about three 
tenths; India about one sixth; and the U.S.S.R., the World Bank and the 
International Monetary Fund about one twentieth each. But neither the com¬ 
mitment nor the delivery schedule accurately measures the relative impor¬ 
tance the Burmese attributed to the several sources of aid or the intensity of 
the problems encountered in connection with them. 

Japanese reparations did not register very strongly. Once negotiated, they 
were taken for granted, and they involved neither repayment nor a sense of 
obligation. In addition, problems of implementation were relatively minor. 
The Indian and the International Monetary Fund loans were easily and 
quickly negotiated, and involved no problems of use at all. The World Bank 
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Source: Robert R. Nathan Associates files, and Survey of Burma’s Foreign Economic Relations, ig48—^8. Rangoon-Hopkins Center for Southeast 
Asia Studies, Rangoon University. 
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Table 83 

Aid Commitments and Deliveries 
Through September 30, i960 



Commitments 

Deliveries 

K Crorcs 

As Per Cent 
of I'otal 

K Crores 

As Per Cent 
of Total 

Total 

239.6 

100 

125.1 

100 

Japan 

119.0* 

49-7 

47.3 

37-8 

Reparations 

95.2 

39.7 

47-3 

37.8 

Economic cooperation 

00 

9.3 

•— 

— 

United States 

63.2 

26.3 

37-3 

29.8 

T.C.A. program 

Q-S** 

3*9 

9-3 

7-4 

P.L. 480 (Title I) 

19.4*^ 

8.0 

19.1 

15.3 

Development loan 

12.0 

5.0 

4‘3 

3-4 

P.L. 48o(io4d) 

2.4 

1.0 

2.4 

1.9 

Police loan 

4.8 

2.0 

.9 

•7 

Sale of military goods 

I.O^ 

•4 

I.O* 

.8 

S])ccial assistance grant 

14.3^ 

6.0 

•3 

.2 

India 

20.0 

8.3 

20.0 

16.0 

U.S.S.R. 

21.0* 

8.8 

5.8 

4.6 

I.B.R.D. 

9-3 

3-9 

7.6 

6.1 

I.M.F. 

71 

3.0 

7-1 

5-7 


Source: Tabic 73, corrected for omissions and adjusted for more recent information from I.C.A. 
and I.R.R.D. 


a. Distributed equally over 10 years beginning Japanese fiscal year 1955-56. Commitments 
through September i960 only would be K 52.8 crorcs. 

b. 7 'his program was initiated in September 1950 and terminated in June 1953. Deliveries are 
here taken as commitments. 

c. Includes shipping cost. In addition, nearly K 1 crore was separately supplied to voluntary- 
aid societies in Burma. 

cl. This sale was for local currency, hence qualifies as aid. 

e. It was anticipated that the real value of surplus military goods to be delivered, because of 
their bargain prices, would be far in excess of actual purchase cost to Burma. 

f. Excludes grant of K 2.9 crores in local currency as not additive of real resources. 

g. This was the roughly estimated total cost of the six “gift” projects originally agreed upon. 
Burma subseciuently deferred, then canceled, three of the projects. 

Note: The U. S. programs omit a loan of $17 million in local currency, and a $i million ex¬ 
change of rice for technicians, which are not aid within our definition. 


loans were not easily obtained; they required much documentation and nego¬ 
tiation over a considerable period of time, and use of them was carefully 
supervised. Also, the Bank’s sharp differences with program and policy came 
as something of a shock to the Burmese. The Bank’s impact was thus out of 
all proportion to the size of its loans. The U.S.S.R. contribution was aug¬ 
mented, in Burmese thinking, by the Soviet commitment to purchase up to 
400,000 tons of Burmese rice per year for a five-year period. (Actual pur¬ 
chases amounted to 383,000 tons at a cost of K 18.5 crores, mostly in 1955-57*) 
Since the Burmese originally considered these purchases effective aid, Soviet 
commitments for quite some time bulked far larger in their eyes than those 
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of the United States, most of which developed latcr.'^ But there is no question 
whose aid involved by far the most serious problems ior the Burmese, from 
the point of view both of policy and utilization. On both these counts, it was 
the U. S. aid. 

Treatment of the several aid experiences which follows is extremely dis¬ 
parate. The relative fullness or brevity of treatment is related to the impor¬ 
tance attributed to each by the Burmese, rather than to the volume of aid 
committed or delivered. The treatment of U. S. aid is out of all proportion, 
even on this basis, because it seems here appropriate to provide a factual basis 
for the judgments about U. S. foreign aid policies and practice which arc 
formed in Chapter 35. 

THE JAPANESE REPARATIONS EXPERIENCE 

The negotiation of a reparations agreement with Japan was no mean task. 
Intermittently over the years after the war, the two governments had ex¬ 
changed views on the question of reparations. While the Japanese openly 
acknowledged an obligation, the rather extravagant claims made by the Bur¬ 
mese precluded any serious negotiations. The position, for the Burmese Gov¬ 
ernment, was not an easy one. Indonesia, the Philippines and the new coun¬ 
tries of the Indo-C>hinese peninsula also had large reparations claims against 
Japan, and none had as yet reached a settlement. Whichever country settled 
first faced the possibility that the others might obtain more favorable terms. 
To offset this, Japan had let it be known that she was determined to limit 
reparations to $100 million for Burma, $200 million for Indonesia and $400 
million for the Philippines. This stand could not, however, eliminate com¬ 
petitive risks for the claimant that settled first. 

Nevertheless, early in 1954 Burma decided to seek a settlement with the 
Japanese. Fortunately the Government was thinking now in more realistic 
terms. It had already considered a memorandum by U Hla Maung which 
examined Burma’s capacity to absorb capital goods from Japan. It now took 
into consideration studies made by its economic consultants of Japan’s ability 
to produce and transfer reparations goods and services. When, late in the 
summer of 1954, Minister of Industries U Kyaw Nyein led a reparations 
negotiating team to Tokyo, he was prepared to take a realistic approach that 

3. If the criterion of foreign aid is whether or not a net addition in goods and services re¬ 
quiring foreign exchange has actually resulted, over and above that which could have been 
obtained if the host country had employed its own current or previously accumulated resources, 
the question whether U.S.S.R. barter purchases of Burmese rice did constitute aid turns on 
whether the rice could have been sold otherwise. It could not have been sold for cash at the price 
sought by the Burmese. It could undoubtedly have been sold for cash at some lower price. Our 
judgment is that even the lower cash price which the rice would have brought in world markets 
would have provided at least the equivalent of the goods and services received from the U.S.S.R. 
and by the use of U.S.S.R. credits elsewhere. We do not, therefore, classify U.S.S.R. rice pur¬ 
chases from Burma as aid. The point is that the Burmese, at least for a time, did so consider 
them. 
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would make possible an expeditious settlement. This was accomplished, and 
the two parties ratified in Rangoon early in November the agreement reached 
in Tokyo some weeks before. 

The Reparations and Economic Cooperation Agreement had two major 
features. Japan undertook to supply, as reparations, goods and services averag¬ 
ing in yen the equivalent of $20 million a year over a ten-year period, or $200 
million in all. She undertook also to facilitate additional availability of Japa¬ 
nese goods and services, in an amount equivalent to $5 million per year over 
a ten-year period, for joint enterprises between Japanese firms and either the 
Burmese Government or individuals. Of this $5 million per year, $2 million 
might be made available as loans to the Government of Burma for invest¬ 
ment in such joint enterprises. While the reparations goods and services were 
to be supplied for “economic rehabilitation and development and the advance¬ 
ment of social welfare” and the list of items did not include consumer goods, 
it was agreed that consumer goods required for the stated purposes might be 
included when both countries consented. The peace treaty signed at the same 
time also committed Japan to re-examine Burma’s reparation claims at some 
future time in the light of settlements ultimately made with other countries. 

After the basic agreement was concluded, the two countries had still to 
agree on the mechanics of its implementation. This proved more difficult and 
time-consuming than the negotiation of the basic agreement itself. The Japa¬ 
nese proposed a series of arrangements which were in many ways awkward 
or undesirable. The most important of these was the proposal that the Bur¬ 
mese Government be required to submit contracts with Japanese suppliers to 
the Japanese Government for approval. Meanwhile, Burma, with the assist¬ 
ance of her economic consultants, had studied the West German-Israeli 
reparations agreement and the procedures employed in its implementation. 
U Soe Tin, the extremely capable officer in charge of the Economics and 
Reparations Divisions at the Foreign Office, negotiated skillfully to arrive at 
a practicable and equitable implementation agreement with the Japanese 
which would not [permit them to play the role of “Big Brother.” The delay in 
reaching this implementation agreement, and the difference in the Burmese 
and Japanese fiscal years (the Burmese fiscal year began October i, the Japa¬ 
nese fiscal year six months later) made for an additional one-time delay. The 
Burmese fiscal year 1955-56 saw deliveries of less than K 3 crores of repara¬ 
tions. Only with the 1956-57 fiscal year did reparations begin to flow in the 
contractual amount. 

Burma did not find the necessity of procuring reparations goods and serv¬ 
ices only in Japan unduly restrictive. The range of goods available was con¬ 
siderable, and it was possible to lay out procurement schedules for the full 
amount of the capital goods the reparations would provide for the develop¬ 
ment program. The large hydroelectric project at Balu Chaung was placed 
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almost entirely on Japanese reparations, the largest single use of these re¬ 
sources. Other large procurement items were railway rolling stock, electrical 
goods and appliances, industrial machinery and equipment, construction 
materials and trucks and buses. The lack of flexibility in the use of repara¬ 
tions was, however, felt quite keenly when the Burmese sought, as part of the 
fight against inflation, to utilize reparations in some substantial measure for 
consumer goods — which they could do only with the consent of the Japanese. 
Japan’s response to the request was that the procurement would be acceptable 
only to the extent that it was in excess of normal procurement of such goods 
from Japan. Under the circumstances, it was impossible to meet this condi¬ 
tion. 

The difficulties encountered in programing the use of Japanese resources 
with the operating agencies have been described in Chapter 28, and require 
no further mention here. However, the difficulties met in the pricing of Japa¬ 
nese goods and services do warrant description. 

In spite of the precautions taken in the implementation agreement to 
specify commercial practices and to assure competitive pricing, most of the 
goods procured under Japanese reparations were priced from 5 to 15 per cent 
above competitive Japanese prices. These discrepancies were caused by the 
failure of the Government of Japan to allow to reparations suppliers the tax 
abatements and favored rates of interest that applied when these suppliers en¬ 
gaged in commercial export transactions. There was little the Burmese could 
do about it. 

But it was in Japanese technical services that price discrepancies were most 
marked. Burma would have been willing to employ the services of many Japa¬ 
nese technicians in agriculture and other fields. Preliminary negotiations re¬ 
vealed, however, that the Japanese wanted these personnel to be paid two and 
three times the salary rates prevalent within Japan itself. The Burmese nat¬ 
urally balked at this, and obtained their technical personnel elsewhere. The 
Japanese thereby lost a major opportunity. Widespread use of their technical 
personnel in Burma would undoubtedly have led to the increased use of 
Japanese equipment, processes and services over and above the reparations 
flow, and have built a solid foundation for increased purchases of spare parts 
and operating supplies in the future. 

Implementation of the economic cooperation aspect of the reparations agree¬ 
ment would perhaps fall more appropriately under a discussion of foreign 
private investment. In view of its incorporation within the reparations agree¬ 
ment, it will be discussed here. 

As of February 1961, not one joint venture involving the use of Japanese 
economic cooperation funds had been concluded. This failure was not due to 
lack of effort on the part of the Burmese Government or Burmese business 
men. It was due rather to the fact that not one of the Japanese proposals 
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evidenced the slightest willingness to assume a risk. While many Japanese 
firms were interested in joint business arrangements, their objective was to 
eliminate the risk, or venture, element. 

In almost every case, the joint venture proposals originated with Japanese 
suppliers of equipment. Although it had initially been agreed that the Bur¬ 
mese side would take a 60 per cent interest in such ventures, and the Japanese 
side 40 per cent, the proposals limited Japanese financial participation to 10 
to 20 per cent of the equity capital required. Since this 10 to 20 per cent invest¬ 
ment would be provided by the profits on the plant and equipment they sup¬ 
plied to the venture, the Japanese suppliers were not proposing to pul up any 
capital of their own. Further, since the proposals uniformly envisaged that 
the Japanese suppliers would manage the enterprise in return for a handsome 
fee, the Japanese side was assured of a return even though the venture in¬ 
curred substantial losses. 

Proposals of this kind were made by Ishikawa and other textile machinery 
manufacturers, by manufacturers of pulp- and paper-making machinery and 
by others. While the Ministry of Industries was eager to conclude joint ven¬ 
ture arrangements, particularly in the textiles field, the criticisms made by 
the economic consultants, and U Nu’s increasing reluctance to have the state 
engage in new manufacturing enterprises, resulted in rejection of the pro¬ 
posals. Here, even more than in the reparations implementation itself, the 
Japanese lost a potentially rewarding opportunity to strengthen their eco¬ 
nomic relations with Burma. 

THE UNITED STATES AID EXPERIENCE 

THE SPECIAL TECHNICAL AND ECONOMIC ASSISTANCE PROGRAM 

The first U. S. aid program to Burma — a grant program of technical and 
economic assistance — was begun in September 1950 and was terminated 
abruptly by Burma as of June 1953, although projects still under way were 
permitted to run for more than a year thereafter. Costing about K 9.3 crores, 
or $19.6 million, the program included aid in port rehabilitation, environ¬ 
mental sanitation, public health, agriculture, education, housing, transport, 
economic and engineering planning, and industrial research. Although tech¬ 
nical assistance weighed heavily in the program, there was also a substantial 
degree of capital assistance, particularly in port rehabilitation. The project 
most significant in its effect on Burma’s development effort was the engineer¬ 
ing and economic survey conducted by K.T.A. 

The occasion for the termination of the T.C.A. j')rogram, as already noted, 
was Burma’s feeling that she should not be accepting U. S. assistance when 
she charged before the United Nations — as she planned to do shortly — that 
the Kuomintang Government of Formosa was responsible for acts of aggres- 
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sion in Burma. While making no charge, the Burmese plainly felt that the 
United States could have brought pressure on the Kuomintang Government 
and effected the liquidation of K.M.T. activities within Burmese borders. 

Quite apart from the K.M.T. issue, a considerable amount of dissatisfaction 
had already developed in Burma with this U. S. aid program. It had been 
charged by the press and in the Parliament that the United States had domi¬ 
nated the composition of the program; that the U. S. mission leadership had ex¬ 
ploited differences of opinion among the Burmese leadership and officials; that 
“white elephant” projects were being supported; that some of the new projects 
were not well selected; that some of the technicians provided by the United 
States were not properly qualified; and that the basic aid agreement, under 
the Mutual Security Act, tended to make Burma a satellite of the United 
States. Some local newspapers had taken a strong dislike to the U. S. mission 
and to U Hla Maiing, the planning official responsible for liaison with it. 
They were influenced not only by the above considerations, but by the fact 
that a project they had mutually espoused — a clubhouse for Burmese jour¬ 
nalists, to he paid for out of U. S. aid funds — was rejected. In fact, the Burma 
Journalists Association considered in 1951 (though it did not adopt) a resolu¬ 
tion to boycott all U. S. aid news. Undoubtedly the failure of the U. S. aid 
program to satisfy unrealistic and even extravagant expectations was a major 
factor in the widespread criticism. U Hla Maung’s identification with the 
program, and the hostility to him which was already developing among 
certain powerful ministers, also hurt. 

THE FIRST P.L. 480 PROGRAM 

The idea of further U. S. aid in the form of a loan was proposed by the 
economic consultants during the foreign exchange crisis early in 1955.'* Prime 
Minister U Nu responded to this suggestion with diffidence. At the time the 
Government was involved in a tripartite arrangement with Ceylon and 
People’s China under which additional rice exports were made by Burma to 
Ceylon on China’s account in exchange for shipments of Ceylon rubber to 
China. The Prime Minister feared that this arrangement or similar trans¬ 
actions in the future would be viewed unfavorably by the United States and 
would lead to friction were the United States to extend a loan to Burma. The 
fact that the Government of India was relying heavily on U. S. assistance 
without compromising her independent role in international affairs did not 
suggest to him that Burma might do the same. In any event, the Prime Minis¬ 
ter was already preparing for his forthcoming trip to the United States, where 
he hoped to contribute to an easing of tensions with People’s China, and he 
did not wish to confuse the matter by loan discussions. He also intended to 

4. The Prime Minister had previously explored with the U. S, Ambassador whether or not 
the United States would buy some of Burma’s surplus rice. 



Foreign Aid 517 

test again whether the United Stales would help by purchasing surplus Bur¬ 
mese rice for distribution to hungry Asia. 

Meanwhile, informal exploration with the U. S. Embassy, some time earlier, 
of the prospects for a loan had brought indications from Washington that 
the United States would entertain a Burmese loan request favorably. The 
foreign affairs subcommittee of the Burmese Cabinet, to which the question 
had been referred, recommended in May that a foreign loan be sought. But 
the Prime Minister, by now familiar with the provisions of the Battle Act,^' 
was even more wary of the possible political implications than he had been 
before. He refused to act, even though the United States had responded coolly 
to his suggestion, made both before and during his visit, that she buy some 
Burmese rice. And when, in August 1955, early foreign aid seemed more 
essential than ever, U Nu determined to seek a substantial loan from India 
in preference to one from the United States, and sent U Raschid to India for 
that purpose. We have already described how U Raschid’s initial report on 
his negotiations in India led the Government to believe .that India was pre¬ 
pared to make only K 5 crores available. Negotiations looking toward a U. S. 
loan were thereupon immediately begun, before clarification of the misunder¬ 
standing showed that Burma would be able to borrow some K 15 crores to 
K 20 crores from India. But for this fortuitous circumstance, negotiations for 
a U. S. loan might not have been initiated at all. 

What Burma suggested to the United States in August 1955 was a loan of 
about $50 million to be used primarily for balance of payments purposes. The 
plan was not to expend the dollars at all, but to use them to defend and 
strengthen the foreign exchange reserve position while £ sterling, barter and 
reparations resources were drawn down as required. Ambassador Barrington, 
who conducted the negotiations in Washington, was soon apprised of the 
initial U. S. reaction. While the United Stales was sympathetic and indicated 
that all possible means of complying with the request were being explored, 
the prospects were not bright. It was, however, suggested that the United 
States might be able to make a substantial contribution toward Burma’s early 
needs through sale of surplus agricultural commodities for Burmese currency. 
Continuing discussions led to the conclusion that a P.L. 480 surplus agricultural 
commodities sales program was the only way in which the United States 
could be helpful to Burma at that time; and in September it was agreed in 
principle that such a program, in the approximate amount of I20 million 
chiefly in the form of raw cotton — would be initiated. 

This was a disappointing conclusion. The Government of Burma had been 

5, Mutual Defense Assistance Control Act of 1951 (22 U.S.C. §1611 note). This was an act to 
provide for the control, by the United States and cooperating foreign nations, of exports to any 
nation or combination of nations threatening the security of the United States, including the 
U.S.S.R. and all countries under its domination, and for other purposes. 
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debating for months whether to seek such a loan — both before and after the 
United States had informally indicated that assistance would probably be made 
available. One significant reaction to the P.L. 480 arrangement, expressed at the 
time by one highly placed Burmese minister, was: “I appreciate that this sale 
to us of U. S. cotton and other commodities for kyats will be very helpful to 
us in our present foreign exchange situation. But I wonder whether the 
United States did this to help us, or to find a market for her surplus com¬ 
modities.” 

Although the general magnitude and basic commodity composition of the 
first P.L. 480 assistance program were established by September 1955, the 
agreement itself was not concluded until February 1956. A number of factors 
were responsible for this delay. The Burmese were concerned at the outset 
that there should be no Battle Act type restrictions on Burma’s trade arrange¬ 
ments with other countries. This concern, arising from Burma’s fear of 
possible infringement of her sovereignty, and her neutrality between the ma¬ 
jor power blocs, was allayed by a special arrangement which, by deferring 
agreement on the use of the local currency proceeds for loan purposes, de¬ 
ferred application of the Act. A number of practical questions also arose. 
P.L. 480 required that assistance rendered under it avoid disruption of normal 
international trade patterns and that private channels of trade be used. It was 
not easy for Burma to interpret the concept of normal trade patterns, since 
her trade patterns had recently been disrupted, not only by foreign exchange 
difficulties and barter arrangements, but also by the fairly recent abandon¬ 
ment of the British imperial preference trading system and by the reparations 
agreement with Japan. This concept, therefore, needed clarification. Burma 
was willing to observe the private trade channels requirement as far as pro¬ 
curement within the United States was concerned, but not for activities 
within Burma, where the Civil Supplies Management Board was to import 
and distribute a considerable part of the cotton textiles to be procured through 
the agreement. Another important ejuestion was how the United States 
might in the future dispose of the local currency that would accrue to her in 
payment for P.L. 480 commodities. A major share would be reserved for 
future development loans to the Government of Burma, but Burma wanted 
assurances that kyats reserved to the United States, over and above embassy 
and other minor requirements, would not be used to purchase Burmese goods 
that could otherwise be sold for foreign exchange. 

Still other questions were whether Burma would have to buy all the U. S. 
cotton provided for, even if she were unable to arrange the necessary process- 
ing agreements with third countries, and whether Burma would be able to 
continue to export her own lower-grade cotton, which was not suitable for 
textiles manufacture. All these questions were finally resolved in a manner 
satisfactory to Burma, but valuable months were consumed in the process. 
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More important, conclusion of the sales agreement in February did not mean 
that the program could be implemented immediately. 

Of the $20.8 million commodity program, $17.5 million was to go for pur¬ 
chases of raw cotton in the United States.^' Since Burma required cotton 
textiles rather than cotton, only about one half of the U. S. cotton was in¬ 
tended to provide the raw cotton content of the textiles; the other half would 
serve as payment for the processing to be done by third countries. These coun¬ 
tries, Burma had already decided, would be West Germany, the United King¬ 
dom, Japan and India. Burma could have saved time by negotiating the process¬ 
ing agreements on a tentative basis while the details of the basic purchase 
agreement with the United States were being ironed out, but she did not do so. 
Nor did Burma, once the P.L. 480 purchase agreement was concluded, proceed 
expeditiously with the processing negotiations. Here, too, c]uestions arose 
concerning the complicated mechanics, the possibilities of price changes be¬ 
fore delivery of the textiles, and, in the case of Japan, the possible effect of 
the processing arrangements on the P.L. 480 cotton arrangements that Japan 
had already concluded with the United States. 

The processing agreement with West Germany was not concluded until 
May, those with the United Kingdom and Japan until June and that with 
India until July. The consequence was that deliveries of the cotton textiles did 
not begin until nearly the end of fiscal year 1955-56. But Burma’s import 
program, in view of the agreement which had been reached in principle with 
the United Stales the previous September, had counted on P.L. 480 to supply 
the major part of the cotton textiles to be imported during that same fiscal 
year. Failure to conclude and implement the agreement promptly resulted in 
severe shortages of cotton textiles, and contributed greatly to price inflation in 
1955-56. 

THE $25 MILLION DEVELOPMENT LOAN 

Meanwhile, in December 1955, the Russians had made their first push on 
aid to Burma. Messrs. Khrushchev and Bulganin had visited Rangcxin and 
agreed to make Burma gifts of a technological institute and an airplane, and 
to extend technical assistance in agriculture, irrigation and other fields. Then, 
early in 1956, the Burmese began another informal exploration of the possi¬ 
bilities for a U. S. loan. Informal talks with State Department officials visiting 
Rangoon suggested a renewed interest in a general-purpose or program¬ 
supporting development loan in the range of $50 to $150 million. But only 
after Mr. Mikoyan, following up the Khrushchev-Bulganin visit late in 
March, concluded a two-pronged arrangement early in April whereby Russia 
undertook to buy 400,000 tons of Burmese rice per year for a five-year period, 

6. Other commodities were: dairy products, $2 million; tobacco, $1.1 million; and dried fruit, 
$.2 million. With $.9 million to cover freight costs, the agreement totaled $21.7 million. 
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and to make Burma a gift of five major development projects in addition to 
the technological institute, did the United States offer Burma a $25 million 
development loan later that month. 

The U. S. offer was disappointing from several points of view. It was, in the 
first place, much smaller than the Burmese had hoped for in support of an 
eight-year program which had been severely cut back because of foreign ex¬ 
change shortages, and which still had more than four years to run. It was 
much smaller, also, than the Burmese had perhaps been permitted to expect. 
Secondly, the offer was made not in general support of the total program, 
which would have given it flexibility; use of the funds would be restricted to 
specific new projects to be agreed upon by the two countries. Most of the 
development program was already under way; large elements in it were al¬ 
ready committed to Japanese reparations, World Bank and other specific 
financing; very few new f)rojcct starts were contemplated and these might 
not be of a nature the United States would wish to finance. It was clear, there¬ 
fore, that utilization of so restrictive a loan would not be easy. 

On the positive side, there were indications that the $25 million loan might 
be merely the first of a series of similar annual loans, and the proposed inter¬ 
est and payments provisions were certainly liberal. The loan would be repay¬ 
able over a forty-year period, beginning four years after the loan itself, and 
could be repaid either in dollars at 3 per cent or in domestic currency at 4 per 
cent. While the loan would be project-tied, the money could be spent any¬ 
where in the Free World. 

Burma wished to accept the loan offer, but was still wary of possible mis¬ 
understandings arising out of U. S. interpretations of Battle Act requirements 
as applied to Burma’s trade arrangements with Soviet bloc nations. Burma 
was not only involved in the previously mentioned tripartite arrangement 
with Ceylon and People’s China; she had made arrangements also for the 
direct sale of small quantities of rubber to People’s China at a price 10 per cent 
in excess of world market prices, and believed that the volume of her rice sales 
to China might depend, in part, on implementation of this rubber sale. She 
did not wish to accept the U. S. loan offer only to learn later that the United 
States expected her to terminate such trade arrangements. 

In May, Prime Minister U Nu determined to resolve the question by com¬ 
municating frankly to President Eisenhower the nature of the dilemma with 
which Burma felt she was confronted. The Burmese position, in essence, was 
as follows: Burma was desirous of accepting the generous offer of the United 
States, but was unwilling to jeopardize the excellent relations which pre¬ 
vailed between the two countries. Burma would not undertake to abandon 
the trade arrangements she had already made with Soviet bloc countries, or 
even commit herself not to duplicate them in the future. If the United States 
was still willing to extend a loan, Burma would accept it — with the clear 
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understanding that if the United States should ever want to terminate the 
arrangement because of some action Burma might take in the future, Burma 
would accept the decision without any hard feelings. Such an arrangement, 
Burma felt, would protect her own sovereignty and neutrality, the interests 
of the United States and the cordial relations between the two governments. 
On the other hand, if the United States were not willing to enter into a loan 
arrangement on the basis of this understanding, Burma would cheerfully 
accept this decision also. 

Fortunately President Eisenhow'er, in July, responded in a positive manner 
10 this communication. Once again, however, a considerable period of time 
was to elapse before the two countries reached formal agreement. The chief 
reasons for the delay were the questions raised within the Burmese Cabinet 
over the clauses in the loan agreement draft (mandatory under the Mutual 
Security Act enabling legislation) which provided for U. S. audit and end-use 
checks of the loan monies spent. These provisions troubled the Burmese 
greatly. Although the loan arrangements concluded with the World Bank not 
long before provided for similar checks, the Bank’s loans had been extended 
to the Railways and the Rangoon Port Authority directly, rather than to the 
Government itself. Further, the Bank, as an international body, was free of 
the power bloc implications attached to the United States. I'herefore, the 
Bank arrangements had not raised the question of infringement upon sover¬ 
eignty which some of the ministers were inclined to read into the proposed 
U. S. loan requirement. 

By the time these fears had been allayed, the August-September sitting of 
the Parliament had already been concluded. Approval by the Cabinet in 
November did not permit implementation of the loan to go forward. Under 
Burmese law, foreign loans required approval by the Parliament, which was 
not scheduled to meet again until February. Even at that session, and un¬ 
doubtedly for internal political reasons, the loan was not submitted for ratifi¬ 
cation. The Government did proceed to sign the loan agreement in March 
1957, nineteen months after the first request for U. S. loan assistance, 
and almost two full years after the United States had first indicated recep¬ 
tivity. But only after ratification the following September did it become 
legally possible for the Burmese to use the loan funds. 

THE SECOND P.L. 480 PROGRAM 

Unlike the case of the first P.L. 480 program, when six months elapsed be¬ 
tween Burma’s loan request of August 1955 and conclusion of the agreement 
in February 1956, some seventeen months were to elapse between Burma’s 
request for a second P.L. 480 program and the conclusion of negotiations in 
May T958. 

The economic consultants had begun to explore prospects of a second P.L. 
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480 agreement in June 1956, while cotton-processing arrangements with third 
countries incident to the first P.L» 480 program were being concluded. There 
were two reasons why it was necessary to undertake negotiations for a second 
agreement at an early date. The inordinate time involved in negotiations re¬ 
quired an early start, if an interruption in the continuous flow of P.L. 480 
commodities was to be avoided. Second, the $3 billion available for P.L. 480 
commodity sales had already been heavily committed and would probably not 
be supplemented by the U. S. Congress until the summer of 1957. Septem¬ 
ber 1956, therefore, the economic consultants recommended that the Govern¬ 
ment of Burma request a three-year P.L. 480 arrangement similar to that the 
United States had recently concluded with India. Since there was some doubt 
whether the United States would be willing, as in the first agreement, to sup¬ 
ply raw cotton not only for the cotton content of the textiles needed but also to 
pay for the processing, they recommended that Burma seek annual aid of $20 
million to $30 million for the three-year period, the amount to depend on 
whether cotton was to be provided for cotton content only or for processing 
costs as well. 

Unfortunately, by the time Burma made this request in December 1956, 
virtually the entire $3 billion availability had been committed — the last $500 
million within the preceding month or so. From the U. S. point of view it 
would not be possible to consider so substantial a request until the Congress 
had granted new authority. Burma was, however, invited to submit an 
emergency or interim request, which the United States would do its best to 
meet out of the very limited authority still available, supplemented by such 
amounts as might be freed by modifications in commitments already made to 
other nations. In January, Burma submitted an interim request for a program 
of some $28 million or K 13.3 crores. The United States reply suggested that 
it could provide an additional $t million of tobacco, and that it might be pos¬ 
sible also, under Section io4d of P.L. 480, to allow Burma to use about $5 
million of U. S.-owned rupees in India for purchases of Indian textiles. Burma 
accepted the tobacco offer, which was implemented by amendment to the first 
P.L. 480 agreement, raising this from $21.7 million to $22.7 million in value. 
However, the offer of rupees under Section loqd raised some very serious 
questions for Burma. 

Burma’s first reaction to the Section loqd offer was to wonder whether, if 
she accepted the U. S.-owned rupees to purchase relatively small amounts of 
Indian textiles, the United States might not subsequently ask her to permit 
the use of the U. S.-held kyats in Burma for the purchase of rice for India in 
far larger amount. When it was pointed out that India had no such intention, 
and that U. S.-held kyats could be used for purchases in Burma only with the 
consent of the Burmese Government, the Burmese reaction was that moral as 
well as legal questions were involved. If Burma accepted the use of Section 
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i04d when it was to her advantage to do so, how could she morally refuse her 
consent to any future proposal that would favor India ? Of lesser importance 
was the fact that the United States had offered the rupees as a loan rather 
than as a sale. A loan would require approval by the Parliament, whereas the 
sale of the U. S.-owned rupees for kyats could not. And still another vexing 
problem was the U. S. desire for greater flexibility in using the local currency 
it would acquire than it had under the P.L. 480 agreement itself. 

By the time these c|uestions were satisfactorily resolved, difficulties had 
developed on the Indian side. Because India’s foreign exchange position had 
deteriorated substantially since she agreed to use of the rupees, she wanted 
assurances from Burma that the textiles purchases would be in excess of 
Burma’s normal textiles procurement in India. Lengthy and sporadic nego¬ 
tiations then ensued on what should properly be considered normal procure¬ 
ment. Burma suggested that her average textiles purchases in India for the 
last three years be taken as the norm. India was not satisfied with this crite¬ 
rion. And one issue with the United States— use of the resulting kyat pay¬ 
ment— still remained. Not until September 1958 — some eighteen months 
after the United States suggested this use of Indian rupees under Section 
104(1 — were the negotiations concluded. 

Meanwhile, in August i()57, when new P.L. 480 authority had been legis¬ 
lated by the Congress, the United States indicated readiness to negotiate a 
new P.L. 480 program. It was by now clear that she would no longer be will¬ 
ing to provide cotton with which to pay processing costs. Nor would she be 
willing to agree to a three-year or even a two-year program. Because of the 
priority given to negotiations with other countries, it was not until November 
that the United States was actually ready to negotiate. 

In December, one year after the Burmese ret]ucst, the United States pro¬ 
posed a new one-year program amounting to $18.4 million, or nearly K 9 
crores, of which $13.6 million would be in cotton. The proposals incorporated 
provisions substantially different from those in the earlier agreement. Not 
only would there no longer be cotton to pay processing costs, but, whereas 
only general assurances with respect to normal marketing had heretofore 
been acceptable, the United States now proposed that Burma agree that her 
normal procurement of cotton and wheat from other sources would reach 
stipulated tonnages, and that these would be procured from countries “friendly 
to the United States.” While the proportion of the local currency generated 
by the agreement to be set aside for future development loans to Burma was 
the same as in the earlier agreement, 25 per cent of the proceeds were to be 
set aside for loans to American business firms and their affiliates in Burma, in 
accordance with the new Cooley amendment (Section 1040 of the new legisla¬ 
tion). 

The Burmese were prepared for the deletion of cotton-for-processing costs. 
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They were profoundly shocked by the other new conditions proposed. Their 
reaction was that the United States was “tightening its grip.” Old fears about 
sinister U. S. motives, which had long been laid to rest, were now revived. 
The Burmese refused to commit themselves to procure non-P.L. 480 cotton 
textiles only from “countries friendly to the United States.” They declined 
also to accept the Cooley amendment, and proposed instead that the financing 
desired by American business firms and their affiliates be met through the 
same channels (i.e., the proposed new industrial development bank) which 
would finance domestic investors. They pointed out, also, why the specific 
tonnage assurances for normal marketing proposed by the United States 
would be impracticable. 

By March, most of these issues had been acceptably negotiated. The chief 
remaining issue was the Cooley amendment requirement, and both countries 
remained adamant on this. What disturbed the Burmese about this require¬ 
ment, it transpired, was not so much the fear of “American economic im¬ 
perialism” as the possibility that American firms might choose resident Indian 
business men as their affiliates in Burma, and thus prolong the entrenchment 
of Indian traders in areas from which the Burmans were intent upon ousting 
them. In setting aside 25 per cent of the local currency generated for American 
firms and their affiliates, Section 1040 stated that these funds would be avail¬ 
able for loans “for economic development and business expansion.” The eco¬ 
nomic consultants now suggested as a compromise that this language be 
changed to read “for industrial development.” Since this would channel 
potential Indian affiliates into manufacturing industry, where the Burmese 
were not averse to having them, but would not make loans available for use in 
fields where Indians were not wanted, the Burmese were willing to accept 
this language, and a compromise was finally reached. 

The second P.L. 480 agreement for about $18 million, or K 8.6 crores, was 
concluded in May 1958. Because of the many changes (including some highly 
involved and impractical U. S. requirements for relating the cotton content 
to the value or weight of the textiles to be imported, which evoked specific and 
sharp objections by the United Kingdom and Japan), it took even longer this 
time to negotiate processing arrangements with third countries. These were 
concluded six months later, in November 1958, nearly two years after the 
Burmese request of December 1956. 

THE POLICE LOAN AND THE SALE OF SURPLUS U. S. 

MILITARY EQUIPMENT AND SUPPLIES 

More expeditious and much more satisfactory to the Burmese were the nego¬ 
tiations for the $10 million (K 4.8 crores) police loan, and the sale of U. S. sur¬ 
plus military goods for $2 million in local currency (K i crore) which had 
been consummated in the meantime. (The reader may recall that these aid 
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arrangements arose out of Prime Minister U Nu’s decision, in June 1957, 
to give top priority to the re-establishment of law and order in the new four- 
year plan.) Since it was impossible to finance the law and order program and, 
at the same time, continue development capital expenditures at the minimum 
essential level, Burma requested the United States to consider additional fi¬ 
nancial aid. 

This approach, made in July 1957, was soon followed by assurances from 
the United States that the request would be granted. Agreement was reached, 
in principle, within a few weeks on a loan of $10 million for police equip¬ 
ment and supplies and on the sale, at bargain prices, of surplus U. S. military 
equipment and supplies. Since the Burmese, for internal political reasons, 
would not have been willing to accept a U. S. loan for the purchase of military 
goods, the alternative sales arrangement, which was made at their request and 
which did not require approval by the Parliament, was a valuable political, as 
well as economic, accommodation. Although these arrangements were for¬ 
mally concluded only the following May and June, no real loss of time was 
involved, since the intervening months were devoted to preparations for im¬ 
plementing the agreements. 

IMPLEMENTATION OF THE P.L. 480 PROGRAMS 

If the laborious process of negotiating agreements for the processing of the 
cotton supplied arc considered part of the P.L. 480 program implementation 
— as indeed they must be — this part of the implementation story has already 
been told. The other major difficulty, or rather complex of difficulties, in im¬ 
plementation had to do with the “fitting” of P.L. 480 textile imports into the 
total textiles import program, and with the implementation of that program. 
These difficulties, which were particularly pronounced in the case of the first 
P.L. 480 program, were described at length in Chapters it and 12 of this study 
and do not need to be restated here. It may, however, be affirmed that the 
problems were not inherent in the P.L. 480 programs themselves, but arose 
out of the conjunction of the P.L. 480 import arrangements with the neces¬ 
sity to use even more restrictive barter credits in the same import program, 
complicated by the impractical application of Burmanization and nationali¬ 
zation policies to the import trade at the same time and by the administrative 
deficiencies of the ministry and agencies responsible for implementation of the 
import program. 

Apart from these major problems, one additional problem of implementa¬ 
tion requires mention here: the pricing of some of the P.L. 480 aid goods, 
particularly milk. When bids were solicited from American suppliers of 
evaporated and condensed milk, the Burmese discovered that American prices 
were substantially higher than those quoted by Burma’s traditional Scandi¬ 
navian suppliers. Not only did the acceptance of such bids raise difficulties for 
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the procuring agencies, which were required to purchase at the most competi¬ 
tive prices available — the Burmese were not sophisticated enough to think 
of P.L. 480 commodities as a gift (on the assumption that the major part of 
the local currency generated by the commodity sales and turned over to U. S. 
account would never be transferred to or utilized by the United States); they 
were genuinely troubled by what seemed to them a highly uneconomic pur¬ 
chase. Further, in selling such milk supplies to the public through the Civil 
Supplies Management Board, they were faced with the problem of whether 
or not to raise milk prices. An increase in prices would undoubtedly result in 
widespread criticism of the P.L. 480 program; a failure to increase prices 
would involve the Government in bookkeeping losses it was disposed to con¬ 
sider real. After much hesitation and debate, it was decided to procure U. S. 
milk supplies, despite their substantially higher prices,'^ to maintain the pre¬ 
vious selling prices, and absorb the loss. 

There remains to be considered the utilization of the domestic currency 
generated by the P.L. 480 programs. The P.L. 4R0 agreements thus far de¬ 
scribed were sales agreements. It was expected that each of these would be 
complemented by a loan agreement which would provide that the greater 
part of the local currency generated would be lent to the Burmese Govern¬ 
ment for development purposes. The first P.L. 480 sales agreement was com¬ 
plemented in March 1957 by a loan agreement covering $17.3 million worth 
of local currency. The local currency agreement also provided that the funds 
loaned for development purposes would be paid over a forty-year period be¬ 
ginning four years after the first disbursements were made, with interest at 3 
per cent if repaid in dollars and 4 per cent if repaid in kyats. While the second 
P.L. 480 sales agreement stipulated that $10.25 niillion of the local currency it 
generated would be reserved for loan purposes, Burma had not been willing, 
well into i960, to conclude the loan agreement.® 

Neither were the Burmese anxious, upon the conclusion of the first P.L. 
480 loan agreement, to avail themselves of this ‘privilege.” They saw clearly 
that the domestic currency generated by the sale of P.L. 480 commodities did 
not represent real resources. Having used P.L. 480 procurement and sales to 
supplement scarce foreign exchange resources and to offset inflationary pres¬ 
sures, they were aware that borrowing and utilizing the domestic currency 
withdrawn from the private sector would have an inflationary effect. While 
the use of such funds would result in a better looking budgetary picture — 


7. Had Burma been aware of this situation prior to conclusion of the agreements, she might 
have requested that the United States make her a grant of part of the local currency generated in 
an amount adequate to cover the difference between U. S. and world market prices. Such ar¬ 
rangements have indeed been incorporated in the P.L. 480 agreements with India. 

8. The second loan agreement, for $8,45 million, was concluded in September i960. In addi' 
tion, $6 million of local currency, which would otherwise have been available for loan purposes, 
was donated as a grant conditional on conclusion of the loan agreement. 
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domestic currency borrowings from the United States would either reduce 
the deficit or increase the surplus shown in the Union Government budget — 
the fiscal result would be precisely the same as if there had been deficit financ¬ 
ing and borrowing from the central Union Bank. In the latter case, the Gov¬ 
ernment would pay 2 per cent for short-term money instead of 4 per cent and, 
by virtue of its 50 per cent interest in Union Bank profits, would get back half 
of this. Utilization of P.L. 480 domestic currency loan availabilities was, there¬ 
fore, undertaken only with reluctance, when it was made clear to the Govern¬ 
ment that the utilization of the borrowings would be an important factor in 
the rationale supporting further P.L. 480 sales agreements. 

As of December 31, i960, some K 7.1 crores of the first (1956) P.L. 480 sale 
proceeds had been programed for local currency loans to nine development 
projects. These were, in every case, projects which had also received dollar 
assistance under the $25 million development loan. Of this total, less than K i 
crore had been disbursed to the CTOvernment of Burma. No loans had been 
agreed upon for the proceeds of the second (1958) P.L. 480 sales agreement.^ 

IMPLEMENTATION OF THE $25 MILLION DEVELOPMENT LOAN 

Four simple chronological facts tell a good deal about the implementation 
of the $25 million U. S. loan. The first project agreement under it came in 
December 1957 , nine months after the signing of the basic loan agreement. It 
was June 1958, fifteen months after the basic loan agreement, before virtually 
all the $25 million had been allocated to projects.^^ As of September 30, 1960, 
three and one half years after the basic loan agreement had been reached, 
less than $19 million, or three quarters of the loan, had been obligated, and 
actual loan deliveries, at $9 million, were only a little more than one third of 
the loan commitment. Delays in allocating the loan were largely on the side of 
the United States. Delays in the utilization of the loan thereafter were largely 
on the side of the Burmese. 

The chief problem facing the Burmese in booking up the loan was selection 
of Four-Year Plan projects which would meet the criteria favored by the 
United States. The sooner the loan could be allocated to projects, and the 
projects started, the sooner additional loans might be forthcoming. Project 
selection got under way well before the formal conclusion of the basic loan 
agreement. Concurrently, informal discussions were held with I.C.A. in 
Washington to ascertain U. S. thinking about loan implementation. 

U. S. reactions made it clear that while new and uncommitted projects were 
clearly preferred, it might be possible to provide loan funds for new and 

9. Office of the Representative, International Cooperation Administration, Rangoon. 

10. Actually, loan project agreements totaled only $20.2 million. Because the Parliament had 
not yet acted to approve the $10 million police loan, some $4 million of the development loan had 
temporarily been allocated to the police supplies project, and would be released only after 
ratification of the police loan made possible re-transfer. 
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distinct ])hases of some projects already under way, if these could be clearly 
separated from the old. I.C.A. officials also indicated that their preference 
would be for projects which promised to have substantial impact on both 
economic development and public opinion, were clearly feasible both eco¬ 
nomically and technically, held high priority within Burma’s development 
program and could be completed quickly. 

It was also apparent that certain types of projects, otherwise desirable, might 
have serious disadvantages from the U. S. point of view. Thus, a project 
which looked to the expansion of rice production would be viewed with some 
concern, because of the adverse reaction it might generate among U. S. con¬ 
gressmen and senators representing rice-producing states. Thus, also, projects 
for financing the acquisition of ocean-going vessels or aircraft to fly inter¬ 
national routes would be open to question because of possible competition 
with American carriers. 

It was not easy for the Burmese to select new projects, or distinctly separa¬ 
ble phases of projects already under way, which met these criteria, and in 
which procurement procedures would be in accordance with the payments 
procedures prescribed by the United States. Nevertheless, within a month after 
the signing of the basic loan agreement, I.C.A. Washington had already been 
advised informally of many of the projects the Burmese were considering for 
loan-financing, and I.C.A. had already expressed informal reactions to them. 
These projects included the emergency reconstruction of the Kabo Dam, spe¬ 
cial barges and tugs for the river haul of cement, mechanical timber extraction 
units, replacement of the domestic aircraft fleet, mechanical equipment for 
land reclamation purposes, municipal water supply projects, highway con¬ 
struction and an industrial development bank. By May, only two months after 
the signing of the agreement, project summaries and justifications of projects 
amounting to $28 million in foreign exchange costs had been forwarded to 
I.C.A. Washington. 

Thus, as of May 1957, the Burmese were prepared to negotiate actively for 
the allocation of the $25 million to specific projects. But the United States was 
not quite ready. The I.C.A. had determined to send a group of six repre¬ 
sentatives, functioning as a separate unit within the U. S. Embassy rather 
than as a separate I.C.A. mission, to negotiate on the spot. The chief of this 
group did not arrive in Rangoon until May, and although he was shortly 
joined by his deputy, the remainder of the staff did not arrive in Rangoon 
until some months later. Housing, office and orientation arrangements for 
this group took up several months. Unfortunately, the contract periods of the 
American consulting economists and engineers ended early in August. This 
meant not only considerable staff turnover but also home leaves for the per¬ 
sonnel wffio would continue to serve in the following contract period, and cre¬ 
ated new delays in internal coordination and documentation on the Burmese 
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Table 84 

Chronology of 

U. S. Project Loan Agreements 

Date of Amount in 

Agency Project Agreement Dollars 


Total 

1. L.R.D.C. 

2. S.T.B. 

3. S.A.M.B. 

4. Environmental Sanitation 
and W.S.B. 

5. N.H.B. 

6. U.B.A.R.I. 

(Applied Research Inst.) 

7. UB Shipping Board 

8. I.W.T.B. 

Q. N.H.B. 

TO. N.H.B. 

11. Telecoms Department 

12. Civil Aviation Department 

13. L.R.D.C. 

14. U.B.A.R.T. 

15. Ministry of Health 

iC. S.A.M.B. 


Land reclamation 
Timber extraction 
equipment 
Rice mill parts 

Village water 
Rangoon water supply 
Industrial laboratories 
and AR.l. staff 
Arakan fleet expansion 
Fleet, dockyards 
Rangoon sewerage 
'Fown water supply 
Rangoon'Mandalay 
carrier line 
Airport equipment 
Kabo Dam 

Isotope laboratory and staff 
Rangoon General 
Hospital—extension 
Rice loading and cleaning 
equipment 


12/10/57 

$20,200,000 

5,400,000 

12/17/57 

690,000 

4/4/58 

56,000 

5/20/58 

577,000 

5/20/58 

1,400,000 

5/20/58 

955,000 

5/29/58 

1,325,000 

5/29/58 

5,150,000 

5/29/58 

645,000 

5/29/58 

224,000 

6/10/58 

176,000 

6/20/58 

474,000 

6/26/58 

1,700,000 

6/26/58 

496,000 

6/26/58 

752,000 


6/27/58 180,000 

Source: Office of the Rcpre.scntativc, International Cooperation Administration, Rangoon. 


side. Only when the foreign advisory staffs were in the field at full strength 
again late in the year, and the deputy chief of the economic consultants’ group 
was loaned full-time to the Chairman of the U. S. Loan Committee to co¬ 
ordinate loan activities on the Burmese side, did the process of loan alloca¬ 
tions really get under way. 

The sequence of the individual loan agreements signed is shown in Table 
84, beginning December 1957 and ending the following June. 

It will be observed that an interval of nearly four months elapsed between 
the signing of the second and third project loan agreements. This time was 
taken up chiefly by the preparation of supplementary data, detail and analyses 
requested by the LC.A. representatives, by I.C.A. Rangoon investigations and 
preparation of its own analyses and recommendations, by I.C.A. Washington 
reviews and clearances, and by preparation of the project loan agreements 
themselves. In the case of two projects — those involving the Research Insti¬ 
tute and the Kabo Dam, on which work had already been begun and expendi¬ 
ture commitments assigned — it was necessary for I.C.A. to seek Presidential 
waivers so that they might be financed under this loan. But by and large, once 
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the requisite state of readiness had been developed on both the U. S. and the 
Burmese sides, the booking-up of the $25 million proceeded as expeditiously 
as could have been expected. 

Obviously, the heavily committed nature of the Four-Year Plan and the 
many restrictions imposed by the United States had not made it possible to 
find many big-impact projects of the kind desired by the United States. De¬ 
spite fears of adverse reaction in Washington, the land reclamation project — 
really a rice production expansion project — went through. Rehabilitation of 
the flood-destroyed Kabo Dam was also an “impact” project, particularly be¬ 
cause of the time factor. Its execution, under the able supervision of John 
Alexander on behalf of T.A.M.S., was splendidly carried out. The Rangoon 
water and sewerage projects represented the first engineering planning phases 
of what promised to be tremendous and important twin projects. And the 
I.W.T.B. dockyard improvement also promised to make a significant contri¬ 
bution. Many of the remaining projects, while soundly justified, represented 
the kind of “scatteration” I.C.A. had hoped to avoid. 

Once the process of booking the initial $25 million loan was well under 
way, the economic consultants initiated steps looking toward the continuation 
and expansion of U. S. loan aid. By this time, the United States had already 
established the Development Loan Fund and made it clear that this would 
be the major source of economic aid funds, on an individual project basis, in 
the future. Nevertheless, the consultants urged that Burma request assurance 
from the United States that she could count, in the three years following, on 
some $75 million of additional aid from D.L.F. and other sources that might 
be available. The developing political crisis during the remainder of the year 
made it impossible, however, to get the Government to take a definite stand 
on a further proposal of this kind, and the advent of the Military Government, 
with its very different views about foreign aid, precluded a further loan re- 
c^uest. 

Not only did the Ne Win Government refuse to go forward with a new 
loan request to the United States, but, believing as it did that there had been 
too much borrowing already, and suspicious as it was of the soundness of the 
projects sponsored by the previous Government, of the procedures employed 
and even of the propriety of some of the arrangements already made, it re¬ 
fused to pursue many of the projects already agreed upon until it had sub¬ 
jected them to thorough review. In the case of the Rangoon water supply and 
sewerage projects, General Ne Win himself ordered the cancellation of the 
arrangements made with an English engineering firm, and no further work 
was done. Further questions with respect to the Arakan Fleet expansion and 
the I.W.T.B. Dockyard and Rangoon General Hospital extension projects 
prevented any substantial progress from being made on them as well. Thus, 
it was the attitude of the new Burmese Government that was chiefly responsi- 
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Table 85 

Implementation of the $25 Million U. S. Development Loan: 
Status of Projects as of September 30, i960 


{Thousands of Dollars) 


Project 

Obligated 

Contracts 

Arrivals 

Total development assistance—loan 

18,894 

9.597 

9,092 

Land reclamation 

5.400 

4.650 

4,600 

Mechanical timber extraction 

662 

662 

662 

Applied Research Institute 

1,008 

780 

624 

Fleet improvement—^I.W.T.B. 

5,150 

198 

— 

Fleet improvement—Arakan 

1.325 

170 

170 

Rangoon water supply 

1.035 

— 

— 

Rangoon sewerage system 

515 

— 

— 

Village water supply 

577 

577 

570 

Rice mill spare parts 

55 

55 

55 

Rangoon General Hospital 

752 

92 

2 

Telecommunications 

153 

153 

153 

Civil aviation 

410 

410 

406 

Rice handling and processing 

152 

152 

152 

Kabo Diversion Dam 

1,700 

1,700 

1,700 


Source: Official data. 


ble for slowing down utilization of the $25 million loan, as may be seen in 
Table 85. 

One interesting aspect of the development loan implementation remains to 
be described. The $20.2 million of projects allocated by June 1958 had left $4.8 
million still available. Four million dollars of this had been temporarily 
allotted for the procurement of police equipment and supplies pending ratifi¬ 
cation of the separate $10 million loan. The $4.8 million became available for 
allotment by the Ne Win Government, which planned to utilize the funds 
for the construction of modern rice and rice bran oil extraction mills, dividing 
the money almost equally between the two projects. The project agreement 
covering the rice mills was actually signed. The rice bran oil project, which 
called for the construction of twelve small plants, was approved by I.C.A. 
only after a special study of its technical and economic feasibility. When the 
draft loan agreement came before General Ne Win for approval, he objected to 
the stipulation that the mills subsequently be sold to the private sector and to 
the rate of interest to be paid by the buyers. In his view, these provisions were 
a clear invasion of Burmese sovereignty by the United States. When he was 
told that a precedent had previously been established in the rice mill project 
already accepted by his Government, he abruptly canceled that project as 
well.'^ 

II. There is some reason to believe that the question of sovereignty was not the only one in¬ 
volved in Ne Win’s rejection of these projects. It appears, on reliable authority, that several high 
military officers involved in the project’s negotiations were already quarreling over whose friends 
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IMPLEMENTATION OF THE $10 MILLION POLICE LOAN AND 
THE $2 MILLION SALE OF SURPLUS MILITARY GOODS 

As in the case of the $25 million Development Loan, the Ne Win Govern¬ 
ment was responsible for slowing implementation of the Police Loan also. As 
of September 30, 1960, contracts had been let for only $2.1 million of the $to 
million available. Of this, $1.8 million had already resulted in deliveries. The 
Ne Win Government let it be understood that it was not satisfied with the 
procurement procedures followed by the police. The fact that it put a halt to 
further implementation soon after coming to power, and for the better part of 
eighteen months thereafter did nothing to revitalize it, suggests that other 
considerations were involved. Since the Burmese were given procurement 
access to U. S. military surplus stockpiles at bargain prices, $2.1 million in 
contracts may have provided a major part of their requirements. It may also 
be that the military were hesitant to strengthen the police in relation to the 
military power. The failure of the Civilian Government, on its return to 
power under U Nu in April i960, to press forward once again with this project 
suggests that it felt it was still necessary to defer to the military’s view. 

Implementation of the sales agreement covering surplus military equip¬ 
ment and supplies is classified information, both in the United States and in 
Burma, and it is not possible to provide factual data on it. The nature of the 
agreement, however, makes possible delivery of such supplies in any quantity 
and value the two countries may agree upon, and it may be taken that deliver¬ 
ies have been substantial. 

THE SPECIAL ASSISTANCE GRANT OF 1959 

Whereas A.F.P.F.L. Governments had steadfastly, though somewhat in¬ 
consistently,^" refused to compromise their neutrality by accepting grant aid 
from any source after the termination of U. S. grant aid in 1953, the Ne Win 
Government abruptly reversed this policy. Not long after coming to power, 
it requested capital assistance from the United States, provided it were 
afforded on a grant basis. The first instance of this came when Colonel Kyi 
Win, the new head of the L.R.D.C., asked the U. S. Ambassador whether 
grant funds could not be made available for new agricultural projects in 
Central Burma. Other requests from officers newly in charge of other develop¬ 
ment areas followed. Under the circumstances, it was difficult for the Embassy 
to determine whether these requests represented merely irresponsible attempts 


and relatives should be given preference in buying the proposed mills from the Government in 
the future. 

12. The inconsistency lay in the fact that, throughout the period, Burma continued to accept 
Colombo Plan aid on a grant basis. While this was small-scale and, for the most part, technical 
assistance, it did, nevertheless, violate the general principle. 
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of ambitious officers to develop support for evcrdarger programs or a change 
in Burmese Government policy. In any event, it was impossible to consider 
seriously individual requests which did not appear to have been coordinated 
within, and have the support of, the Burmese Government. The communica¬ 
tion of this view to General Ne Win did not appear to improve the harmony 
or the understanding between the two governments. 

Not long afterwards, in the spring of 1959, completely bypassing the U. S. 
Embassy in Rangoon, Genera] Nc Win sent U Law Yone, the editor of the 
Nation, as a special emissary to the United States with a personal letter to the 
President. Suggesting a lack of sympathy on the part of and failure of com¬ 
munications with the U. S. Embassy in Rangoon, and positing a favorable 
response to his request as a test of the friendship which the United States 
affirmed for Burma, the General asked that the United States finance, on a 
grant basis, the construction of a new highway from Rangoon to Mandalay. 
Ambassador McConnaughy, recalled for consultations, supported the request. 
In July, the United States announced that it would make, and that Burma 
would accept, a grant of $37 million, largely for this purpose. Of the $37 mil¬ 
lion, $31 million would be in U. S. dollars and $6 million in U. S.-owned 
Ikirmesc currency. Of these amounts, $28 million in dollars and $500,000 in 
local currency were programed for the construction of the highway, and $2 
million in dollars and $5.5 million in local currency were earmarked for the 
university. An additional $i million would cover the engineering and other 
feasibility studies required. 

In agreeing to make this large grant for the construction of a new highway, 
the United States was undoubtedly motivated not only by a desire to mollify 
a new and rather obstreperous government (which nevertheless had strong 
anti-communism and a passion for administrative order in its favor), but 
also by the presumed strategic significance of the project. Whether these 
considerations justified the sharp difference between U. S. reaction to this 
request and its attitude to those of preceding years is something else again. In 
any event, U. S. action was unusually expeditious. 

Swift agreement was one thing; implementation was quite another. A sur¬ 
vey completed after many months by American consulting engineers indi¬ 
cated that the road would cost more than $70 million, the greater part of 
which would be in foreign exchange. When the Burmese showed a reluctance 
to finance the part of the cost not covered by the U. S. grant, the United States 
began to have second thoughts. The State Department and I.C.A. now ques¬ 
tioned whether so substantial an outlay was really warranted by the benefits 
the proposed new road would confer. Negotiations were still continuing when 
U Nu returned to office in the spring of i960. He requested the United States 
to finance the total cost of the road. As of the end of i960, the United States 
had replied that the best solution might be to improve and modernize the old 
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road between Rangoon and Mandalay, which might be done largely within 
the existing grant, rather than to build a new one. This undoubtedly is, and 
was at the outset, the only sensible thing to do. Meanwhile, as of September 
30, i960, virtually the only outlays under the special grant had been those for 
the engineering survey. Undoubtedly the same engineers would now do a 
new survey of the job to be done on the old road — a problem previously 
worked upon in 1951-53 by the K.T.A., and later by the Canadian engineers 
brought in through World Bank efforts. 

THE U.S.S.R. AID EXPERIENCE 

When the U.S.S.R. agreed, in April 1956, to buy 400,000 tons of rice a year 
from Burma for a period of five years in exchange for Soviet goods and serv¬ 
ices and to make Burma a gift of six major projects, for which the Burmese 
insisted on paying with a return gift of rice, Burmese opinion regarded these 
twin actions as an aid move of tremendous significance. Burma was still 
burdened with heavy carry-over rice stocks she had been unable to sell at the 
prevailing S.M.S. price of sterling per ton. Since the U.S.S.R. agreed to 
take Burma’s rice at world market prices, it seemed to the Burmese that these 
sales would help maintain existing prices, and help dispose of her surpluses at 
the same time. Burma would obtain the gift projects on credit, deferring her 
own return ''gift” to future years when rice surpluses — so the thinking 
tended to go — would undoubtedly still be bothersome. Although U Ba Swe 
and U Kyaw Nyein were startled and displeased by the gift projects arrange¬ 
ment, this was more because Prime Minister U Nu had not consulted his 
colleagues before expanding and concluding the arrangements than because 
of the substance of the agreement itself. In general, reaction to the twin ar¬ 
rangements was highly favorable. 

So far as the negotiations alone were concerned, nothing could have been 
simpler, more expeditious or more pleasing to the Burmese Government in 
every possible way. Messrs. Khrushchev and Bulganin, it will be recalled, had 
visited Rangoon for a few days in December 1955. At that time, they made 
Burma gifts of a technological institute and an Ilyushin aircraft for the Prime 
Minister. They also agreed to provide technical assistance for agriculture and 
industry. There undoubtedly was some talk of buying rice as well. When 
Mikoyan followed up their visit at the end of March, the expanded arrange¬ 
ments were concluded in less than a week. 

It was agreed that the U.S.S.R. would take the 400,000 tons of rice at 
world market prices — that is, the price being paid by Burma’s cash buyers. 
Her own goods, again at “world market prices,” would be available in return. 
Significantly, there was no “swing” provision requiring a periodic balancing 
of trade deficits and payment of any difference in cash. Nor did the Burmese 
request, or receive, assurances that credits established with the U.S.S.R. could 
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be used elsewhere in the Sino-Soviet bloc, if the goods Burma desired were 
not available in the Soviet Union. The absence of such provisions reflected 
both the naivete of the Burmese and the fact that the Prime Minister had 
conducted the negotiations without professional staff or advisory assistance. 

With regard to the “gift” projects, here, too, all was beautifully simple. All 
Mr. Mikoyan wanted to know was what Burma desired — the U.S.S.R. was 
prepared to give it. When U Nu stated that, in addition to the promised 
technological institute, Burma would like a hospital, a hotel and a cultural 
and sports complex made up of a stadium, a theater and agricultural and 
industrial exhibition buildings, the Soviet response was immediate and post- 
tive. The U.S.S.R. requested only the most general indications of the size, 
type and location of these projects. There was no question of essentiality, no 
question of whether these or other projects would best serve Burma’s needs, 
no attempt by the U.S.S.R. to criticize, advise or suggest. Nor was there any 
mention of, or even concern over, cost. Whatever the cost might be, the 
Soviet Union was prepared to meet it, not only the foreign exchange cost, but 
the local cost in materials and labor as well. 

The suggestion that Burma would make a return gift of rice came from U 
Nu, not from the Russians. When this offer — which, in view of Burma’s 
well-known policy of accepting no grant aid from any source, might very well 
have been expected — was made, it was accepted as offered. There was no dis¬ 
cussion of whether Burma’s return gift would be on a token basis only, or 
whether its value would correspond to the cost of the projects. Nor was there 
any mention of the time period over which the return gift would be distrib¬ 
uted, or of a rate of interest on the credit, or of any other economic or com¬ 
mercial aspect. There was not even a question about how the U.S.S.R. would 
finance the sizable local costs of the projects undertaken. It would be difficult 
to envision any aid negotiations and arrangements which would offer the 
recipient so blank a check, or which would be more unlike those with the 
United States. As in the case of the rice sale, this arrangement, too, was con¬ 
cluded on the spot, without consultation or advice. 

Later discussions at lower levels resulted in refinement of the arrange¬ 
ments. The technological institute, it was decided, would be located at Insein, 
the industrial suburb of Rangoon, and would accommodate 1,100 students, 
including 100 graduate students. It would include lecture and laboratory 
buildings, hostels for 800 students, living quarters (flats, rooms and cottages) 
for 86 faculty members, and so on. The hospital, situated in the Shan States 
at Taunggyi, would provide 200 beds, an out-patient department for 100 
patients, hostels for nurses, and other facilities. The hotel, in Rangoon, would 
contain 206 “apartments,” including 25 “de luxe” suites. The stadium, in 
Rangoon, would be of the Olympic type, with a seating capacity of 50,000 and 
have an arena, a swimming pool area with 10,000 seats and a training area. 
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The remaining projects would also be located in Rangoon. The industrial 
fair grounds would provide a major pavilion for the Union of Burma, an 
industrial show hall, which could be used also for tennis matches, and an 
open-air theater seating 4,000. The combined cost of these projects was esti¬ 
mated by the Burmese engineers to be about K 16 crores. Subsequent review 
by the consulting engineers raised this estimate to K 21 crores, of which K 14 
crores would be in foreign exchange. The corresponding rice gift would be 
spread out over twenty years beginning 1962-63. 

It was at this point that the cold light of analysis was first thrown on the 
agreement. The economic consultants, in reappraising resources for the Four- 
Year Plan, concluded that the 400,0(X) tons per year rice sale would not add to 
Burma’s resources. The response to successive reductions in the price of rice 
indicated that Burma would be able to market for cash practically all the ex¬ 
port rice she was likely to grow and be able to ship. The real effect of the 
Soviet rice sale, therefore, would be to divert substantial rice sales from cash 
to barter. Dr. Tun Thin, Director of the Central Statistical and Economics 
Department, who had been a key figure in planning, programing and budget¬ 
ing activities for the preceding year or so, concurred in the consultants’ 
opinion, and ventured to state it to the Prime Minister as his independent 
opinion. U Nu was so angered by what he considered to be a politically biased 
judgment that he ordered Dr. Tun Thin to return to his former post at the 
University.^^ 

But other questions, on the programing side, were yet to come. When U 
Nu left office in June, and his succeSsSor, U Ba Swe, called for a reshaping of 
the Four-Year Program, it was necessary to decide whether the Soviet projects 
could be superimposed upon the total program or whether they would have 
to be fitted into a program of the size previously envisioned. The economic 
consultants took the view that resources had not been augmented by the 
barter sale. Even if the Government held that foreign resources would be 
increased, manpower, materials, transportation, administrative and other re¬ 
sources would not permit the superimposition of the Soviet projects upon the 
program which would otherwise be feasible. But arrangements and negotia¬ 
tions with the Russians were being conducted by an inner group of secretaries 
from which the American consultants, quite understandably, had been ex¬ 
cluded. Only when the implementing agreement worked out by this group 
came before the Economic and Social Board for review in December 1956 
were the consultants invited, at the last moment, to express their views. 

The modified Draft Agreement, they pointed out, referred to the various 
projects to be executed by the Soviet Union as a “gift” to the people of Burma, 
and referred also to a “gift” by the Government oi Burma to the people of 

13. Since Dr. Tun Thin was considered to be a protege of U Kyaw Nyein, the Prime Minister 
may have considered the alleged bias as one of internal, rather than pro-Western, politics. 
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the Soviet Union, “of an appropriate quantity of rice and other products of 
Burmese origin.’* It was apparent, however, that Burma’s “gift” in exchange 
for the projects would be not a token but a corresponding quantity of rice 
and other products. 

Obviously, the use of the word “gift” was not realistic. It glossed over the 
fact that the projects would have to be paid for with rice that could other¬ 
wise be sold for cash. F'inancing would have to come ultimately out of the 
total pool of resources available to the Union Government for its capital 
development program. Whatever decisions were made on the scope and 
timing of these projects would have to take that hard fact into account. 

The Draft Agreement was notable in that it provided no estimate of the 
costs of the projects. The covering memorandum of the Executive Secretary, 
however, cited an estimate of nearly K 16 crores for the “gift” projects. There 
was no indication of how this would be divided between foreign exchange 
and domestic costs. 

The economic consultants pointed out that not only financial considera¬ 
tions, but also availability of manpower, local materials’, transport facilities, 
and general management and public administration limitations placed effec¬ 
tive upper limits on the size of the total capital program the G.U.B. could 
undertake. This meant that the incorporation of the “gift” projects would re¬ 
quire cancellation or deferment for a number of years of many other projects 
which appeared to be of a much higher order of essentiality, and which would 
have been given priority in any well-conceived development program. One 
cost of the so-called “gift” projects would thereby be, they held, a weakening 
of the total program. 

The Draft Agreement made provision for financing the local costs of the 
projects by stipulating that Burma would allow imports of consumer goods 
from the U.S.S.R. at world market prices. Proceeds from the sale of these im¬ 
ports to consumers would be credited to a special Soviet account, and the 
balances in that account would be used exclusively for local expenditures 
connected with the “gift” projects. However, this provided no assurance that 
the kinds, quantities and qualities of the consumer goods which Burma might 
desire would be available in the Soviet Union. Burma’s experience with the 
Soviet Union thus far indicated that such goods would not be readily avail¬ 
able, and that the proposed arrangement was likely to add to the very sizable 
credits already established against the Soviet Union by rice shipments. The 
consultants held, therefore, that an arrangement of the kind proposed would, 
in all probability, add considerably to inflationary pressures in Burma, as 
previous rice shipments to the Soviet Union had already done. 

The consultants stated that while the hospital and the hotel could be re¬ 
garded as being to some degree essential, the theater, the cultural and sports 
ensemble (including a stadium) and buildings for industrial and agricultural 
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exhibitions seemed to be luxury projects. They noted also that a magnificent 
set of buildings for engineering students at the University of Rangoon had 
just been completed, and that the services of first-class engineering professors 
and technicians for that institution appeared to be of more immediate im¬ 
portance than a new set of buildings for a technological institute. 

In view of the foregoing, they recommended: that Burma make firm com¬ 
mitments on as few projects as possible, leaving decisions on the others until 
later; that the scope and cost of the agreed-upon projects be held down as 
much as possible; that the initiation of the projects be deferred, and their 
construction phasing be deferred as long as possible; and that the Soviet 
Union be requested to do one of three things: give satisfactory assurances of 
the availability of consumer goods Burma desired, in terms of category, qual¬ 
ity, cost, quantity and timing; allow multilateral use of Soviet Union credits 
in other countries, including C 2 hina; or cover the local costs of the projects by 
payments of gcJd, sterling or other readily convertible currencies. 

It is interesting to note that, up to that point, it had not yet been explicitly 
established that Burma’s return “gift” of rice would correspond in value to 
the cost of the projects; also, cost estimates were still extremely fuzzy. The 
Board, under the Chairmanship of U Ba Swe, accepted the Chief Technical 
Advisor’s estimate of their cost at K 21 crores, as against the previous esti¬ 
mate of K 16 crores. It also accepted the economic consultants’ recommenda¬ 
tion that the projects be curtailed and deferred to the extent possible, ruling 
that three of the projects — other than the technological institute, the hospital 
and the hotel — would be deferred until the end of the plan period in 1959-- 
60. It also determined, in view of the questions raised, that Burma herself 
would finance the local costs of the projects. At a later meeting, in July 1957, 
it was still necessary to point out that the Draft General Contract Agreement 
then submitted for approval referred somewhat oddly to the U.S.S.R. as the 
“client” rather than as the “contractor,” and made no provision for the Bur¬ 
mese to review and approve the designs and the cost estimates before con¬ 
struction got under way. These changes were thereupon incorporated into the 
agreement. 

Once the projects actually got under way, the Russians went to work in 
what appeared to be a most efficient manner. The general consensus was 
that the ample number of technicians they put in the field were capable and 
hard working, and that the technicians concentrated strictly on their jobs and 
studiously refrained from political or propaganda activities. There was not 
much reaction in Rangoon as work went forward on the technological insti¬ 
tute and the hotel. A few people asked what the courses of study at the 
institute would be, or who — other than the Russians themselves — would 
occupy the hotel. But these questions were asked, for the most part, good- 
humoredly and without rancor. If any aspect of the gift project implementa¬ 
tion proved irksome to the Burmese, it was the Russian assumption — 
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Table 86 


Burma’s Credit Position with the U.S.S.R., 1955-56 to 1959-60 

{K Crores) 



Credits on 
Rice Sales 
Account 

Debits on 
Gift I’roject 
Account 

Net 

Oedit 

At end of: 




1955-56 

10.3 

— 

10.3 

1956-57 

5-4 

— 

5-4 

1957-58 

2.8 

1.1 

1-7 

1958-59 

3-4 

2.2 

1.2 

1959-60 

3-9 

2.5 

1.4 

Five-year average 

5.16 

1.1 6 

4.0 


Sources: For debits on gift pr()jcct account, Economic Survey of Burma, 1958, 1959 and i960. 
For credits on rice sales account, Union Bank. 


openly stated — that the U.S.S.R. would staff and operate the ‘gift” projects 
for many years to come. 

In the Shan States the reaction was sharp. Many local people resented the 
location selected by the Russians for the hospital — at the top of the bluff 
commanding the approach of the road from Kalaw and Yawnghwe on the 
Inle Lake — as being too far out of town and far less practical than their 
own suggested site, which the Russians refused to accept. They also ques¬ 
tioned how it would be possible to staff and maintain the hospital. In view of 
the staff shortages at the still fairly new 200-bed hospital they had acquired 
not many years before, they disliked the impending necessity to do so. When 
the Russians complained to Sao Pye, the Shan State Home Minister, about the 
quality of the local sand and water, his unsympathetic reply was: ‘‘These are 
what we use. If you don’t like them, bring yours from Russia.” 

As of September i960, all three projects were nearing completion. A num¬ 
ber of Burmese medical personnel were in training in the Soviet Union 
preparatory to staffing the new hospital. The facilities of the technological 
institute would be used only in part for the original purposes. The remainder 
would house the engineering college, which would vacate its still new build¬ 
ings on Prome Road. The hotel, for which the Burmese had supplied inferior 
timber and workmanship, would be turned over to private management for 
operation. An arrangement concluded with Pan American Airways and In¬ 
tercontinental Hotels Corporation early in 1961 to operate the hotel was sub¬ 
sequently terminated in favor of Israeli management. 

We come now to what is, in some ways, the most interesting aspect of the 
Soviet aid program in Burma. Despite the substantial impact made by Rus¬ 
sian aid measures in 1956, the fact is that for the period ending September 
i960, at least, the Soviets extended no aid to Burma at all. The Burmese fig¬ 
ures show U.S.S.R. gift project performance in a value of K 5.8 crores as of 
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that date. This performance, on a credit basis, by itself constitutes aid. But, 
at the same time, the Russians had failed to deliver goods to Burma against 
the rice they had bought on a barter basis beginning in 1956. Throughout the 
period thereafter, Burma was a creditor in the barter arrangement in the 
average amount of K 5 crores. For the period 1955-1960 as a whole, Burma 
was a net lender to, rather than a receiver of aid from, the U.S.S.R., though 
she extended no loans as such and received no interest payments. (See Table 
86 .) 


THE WORLD BANK AID EXPERIENCE 

When Burma first thought of foreign loans late in 1953, there was no ques¬ 
tion of turning to any source other than the World Bank. Burma’s idea at 
that time was to seek aid on a token basis, and develop an association that 
would provide insurance against possible future declines in the price of rice. 
Even if the aid proved to be unnecessary, it was felt that the experience 
gained in negotiating and implementing one or two small World Bank loans 
would provide valuable discipline in programing and implementation, and 
that the lessons, though learned most directly by the operating agencies im¬ 
mediately concerned, could be made to benefit other agencies and programs 
as well. 

Even as she prepared to approach the Bank, early in 1954, with such objec¬ 
tives in view, fears of rice price declines began to be realized, and it was 
decided to seek aid on a more substantial basis. Again, but now for quite 
different reasons, the Bank was the only source of aid considered. It seemed 
clear that Burma’s independence, sovereignty and neutrality could best be 
safeguarded by resort to a non-governmental, international banking institu¬ 
tion affiliated with the United Nations. In 1954, through an aide memoire 
presented by U Hla Maung, the Bank was invited to assist substantially in 
financing Burma’s development program. The Government also stated its 
belief that “close association with the Bank” would be of “great benefit to 
Burma in the implementation of her programme of development,” because 
of the advice, guidance and intimacy which would be concomitants of a loan 
relationship. 

The Bank, which had previously sent a fact-finding mission to Burma 
early in 1953, was already familiar with the problems and programs. The 
Demuth Mission, after careful study, had concluded that perhaps the chief 
weakness in the long-term program then being developed was a lack of ap¬ 
preciation of the retarding influence which would be exerted by critical short¬ 
ages of trained administrative and managerial manpower. The Mission 
feared that the shortages would constitute major bottlenecks to successful 
execution of the program. When, in response to the new invitation, the Bank 
sent a second, “credit-worthiness” mission under Dr. Antonin Basch in De- 
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cember 1954, its findings were even more serious. The foreign exchange out¬ 
look, which had appeared so bright in 1952, was now radically altered. By this 
criterion alone, the program seemed overambitious. In addition, the industrial 
and electric power programs, by now under way, seemed headed for serious 
managerial troubles, and the failure to move effectively toward rehabilitation 
in the primary agricultural, timber and minerals sectors was clearly visible. 

U Kyaw Nyein, at that time Minister for Industries, supervised the dealings 
with the Basch Mission. He was profoundly disturbed by its critical reac¬ 
tions to the industry and electric power programs, and even more by what 
he felt was the Bank’s ideological bias in viewing with disfavor possible loans 
for the construction of additional state-owned manufacturing enterprises. 
Burma proceeded to submit a list of projects for loan consideration in the 
amount of K 77.5 crores, of which only 10 per cent was to be applied to indus¬ 
trial projects, with hydroelectric, railways, highways and shipping projects 
accounting for most of the total, U Kyaw Nyein, however, had already pretty 
well written off the Bank in his own mind. It was his impression that, as a 
capitalist institution, it was completely out of sympathy with Burma’s socialist 
aspirations, and could no longer be considered seriously as a major source of 
foreign finance. For its part, the Bank seemed disposed to conclude that 
Burma had much to do to put its house in order before serious loan discus¬ 
sions could be held. 

U Nu, however, was still unwilling to risk a loan from the U. S. Govern¬ 
ment, and continued discussions with the Bank during his subsequent visit 
to the United States in the summer of 1955. In August, while loan requests 
were being made to India and the United States, the Bank was advised that 
Burma had taken a number of steps generally in accord with the Bank’s sug¬ 
gestions. In the expectation that the Bank would now be favorably disposed 
to extend some loans, it was asked to send another mission to Burma as soon 
as possible. 

The third Bank mission, again headed by Dr. Basch, arrived in November 
1955. This time it was prepared to consider seriously early loan action, at 
least for the port of Rangoon and the railways. It advised the Government to 
this effect, and included among its members specialists in these fields. The 
Mission seemed to be reasonably impressed with the steps taken in the pre¬ 
ceding year to curtail the development program, place Government foreign 
exchange expenditures under strict control, initiate an export drive and en¬ 
courage private investment. But it seemed even clearer that the Bank was 
disinclined to assist in financing state manufacturing industries. 

One development which jarred the Mission may be of interest. Because of 
previous understandings, the Bank was in the process of organizing a special 
Agricultural Mission to review the Government’s programs in this field, and 
advise on a course of action. To Dr. Basch’s consternation, the Khrushchev- 
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Bulganin visit, which coincided with that o£ his own, ended with the an¬ 
nouncement that Burma had accepted the oflFer of U.S.S.R. technicians as 
advisors in this same field. The Prime Minister, when questioned, saw no 
problem. The U.S.S.R. technicians, he said, would concentrate on special as¬ 
pects of agriculture, like irrigation, mechanized farming and cotton, and their 
work would not conflict with that of the Bank. The Bank was not disposed to 
share responsibilities (or compete) with the U.S.S.R., and abandoned its con¬ 
templated mission. 

The visit of this mission did result, however, in the only loans the Bank 
extended to Burma during this period. These were concluded in May 1956, 
some two years after Burma’s original request. The first, a twenty-year loan 
of $14 million, was for the port of Rangoon. The second, a fifteen-year loan 
of $5.35 million, was for the Burma Railways. Both loans carried a 4% per 
cent interest charge. Amortization began after four years and three years of 
the loan extensions, respectively. 

The last two missions sent by the Bank did not result in additional loans. 
The fourth mission, in January 1957, again headed by Dr. Basch, was sent 
especially to consider a substantial highways loan, and perhaps one for the 
outports of Moulmcin, Bassein and Akyab. It considered that reorganization 
and training of the Highways Department was an indispensable prerequisite 
to any substantial highways program or loan. When Burma accepted the 
Bank’s offer to be of service in obtaining a Canadian team of highway engi¬ 
neers to help develop such a reorganization and training program,^'^ the Bank 
proceeded to make the necessary arrangements, and Canada provided the 
services under the Colombo Plan. The Bank also thought that further studies, 
and certain legal and organizational measures, were necessary preliminaries 
to consideration of a loan for the outports. Some steps were taken along the 
lines indicated, but in the case of neither the highways nor the outports did 
loans eventuate. 

While interested in Burmese proposals for a much needed industrial devel¬ 
opment bank to help finance private industrial development, the Mission 
made it quite plain that the Bank would view with disfavor any financing 
institution in which the Burmese Government planned to hold a substantial 
equity interest. As in the case of the Bank’s earlier position on state manufac¬ 
turing enterprises, this impressed U Kyaw Nyein as a manifestation of ideo¬ 
logical bias. 

So far as the Government was concerned, the World Bank no longer 
played an important part in its plans. At the outset Burma had looked pri¬ 
marily — indeed, exclusively — to the Bank for the foreign loan financing she 
desired, but the stately and deliberate way in which the Bank moved and the 

14. The Bank had been of similar service earlier, in arranging for a Canadian team of electric 
power specialists to help reorganize the Electricity Suppl> Board. 
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lack of sympathy it displayed for key projects, programs and policies dear to 
the Burmese had long since caused Burma to turn elsewhere, and successfully, 
for the aid she desired. The Bank’s help was no longer important to her. 

On the Bank’s side, there was also a growing dissatisfaction with the way 
relations had developed — or rather, had failed to develop. The Bank did not 
wish to continue to operate in Burma in a small way. It wanted to participate 
more substantially, more meaningfully and more intimately in Burma’s de¬ 
velopment effort. This was apparent when a fifth mission, headed by Mr. 
Martin Rosen, director of the Bank’s newly established Far Eastern Depart¬ 
ment of Operations, visited Burma early in 1958. This Mission was intent on 
developing, if possible, a closer relationship and understanding as a basis for 
a more substantial program of financial assistance. The Bank’s view seemed 
to be that it had been held at arm’s length, rather than treated as a trusted 
friend and advisor. It was troubled, too, by the apparent inconsistency between 
the development objectives the Government affirmed and the existence of a 
number of policies, practices and objectives obviously inimical to these objec¬ 
tives.^^ 

Unfortunately, the time was inopportune for the success of such a mission. 
The political leaders were completely absorbed with the aftermath of the 
A.F.P.F.L. Congress, and with events which were to lead to the A.F.P.F.L. 
split in May. Mr. Rosen could speak seriously only with U Kyaw Nycin about 
his major concern — and the latter, of all the Burmese leaders, had been, since 
T955, the one most coolly disposed toward the Bank. At staff levels, various 
new loan possibilities, including further dieselization of the railways and 
new sawmilling facilities, were discussed. But it seemed clear that additional 
loans would have to await a resolution of the basic question. 

This resolution could not very well be sought with General Nc Win’s Gov¬ 
ernment, which was determined to shun additional foreign loans from any 
source. And U Nu’s Pyidaungsu Government, in its first months in office, 
was concerned with far different questions. Thus, oddly, a relationship which 
began with Burma looking exclusively to the Bank for massive aid, and not 
finding it, ended with the Bank seeking the opportunity to render massive 
aid, and finding Burma, at least for the time being, no longer interested in 
receiving it. 

THE INDIAN AND INTERNATIONAL 
MONETARY FUND AID EXPERIENCES 

Little need be said about Indian and International Monetary Fund aid to 
Burma, beyond pointing out briefly why these were the most satisfactory by 


15. The report of this Mission, incidentally, was an unusually sensitive and perceptive one. 
and defined quite clearly the internal policy inconsistencies and conflicts which were retarding 
Burma’s economic progress. 
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far of Burma’s foreign aid experiences. The reasons in both cases are very 
similar. In each case the loan desired was granted after only a short period of 
negotiation. The resources made available to Burma, in each case, were hard 
currency which could be utilized anywhere in the world and for any purpose. 
The agreements entailed no supervision, no further agreements, no controls 
and no conditions of any kind beyond the stipulated repayment and rate-of- 
interest provisions. The K 20 crores Indian loan, as amended shortly after it 
was first negotiated, was repayable in twenty-four semiannual installments, 
beginning three years after the loan drawdown. Interest at 4% per cent was 
charged only for the part of the loan actually drawn. In the case of the I.M.F. 
$15 million draw of March 1956, repayment was due from December 1958 to 
February 1961. Since, at the time, Burma believed her foreign exchange strin¬ 
gency would be of relatively short duration, these short and medium-term 
repayment periods gave her no concern. 

CONCLUSION 

When, in 1958, Burma permitted her drive for development to slow down, 
this was because — even before the Military Government took over — the 
A.F.P.F.L. Government had come to doubt seriously the wisdom and the 
priorities of the development program, and Burma’s capacity to carry it out 
effectively. It was these doubts, rather than her experiences with foreign aid 
in the 1950s, which made her disinclined to exploit the additional aid oppor¬ 
tunities in prospect from the Development Loan Fund, P.L. 480, the World 
Bank and other sources. 

In the thinking of the Ne Win Government, these doubts became convic¬ 
tions. The military were also convinced Burma was already overborrowed; 
and while they sought grant aid from the United States, they refused, at the 
same time, to execute a number of loan projects undertaken by the previous 
Government. When U Nu’s Pyidaungsu Government returned to power in 
April i960, it too was not ready to move forward vigorously on the develop¬ 
ment front, much less to seek a revival of foreign aid. Nevertheless, Burma’s 
experiences with foreign aid undoubtedly contributed to these attitudes and, 
quite apart from the more fundamental factors, might well have caused her 
to rethink the entire foreign aid question, and perhaps consider seeking new 
sources of aid that would be more congenial. 

Certainly foreign aid experience had been both trying and unsatisfactory. 
Japanese reparations, while sizable, had been restrictive (particularly where 
consumer goods were concerned), patronizing and uneconomic. The eco¬ 
nomic cooperation which had also been provided for had not eventuated. 
Negotiation of U. S. aid had been painfully slow, its programing had been 
exceedingly difficult, and implementation had been delayed. Both the P.L. 480 
sales program and the Development Loan, in different ways, had — in the 
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Burmese view — involved threats to Burma’s sovereignty and neutrality, and 
had tried her patience as well. World Bank aid had also been difficult to enlist 
and slow in coming. Further, since the Bank had made plain its lack of sym¬ 
pathy with some of Burma’s basic policies and programs, a sense of coopera¬ 
tion or partnership was lacking. Soviet aid had proved itself difficult in quite 
different ways. Though easily obtained, and apparently on the most generous 
of terms, the Soviet projects had turned out to be costly in terms of the other 
projects they displaced and in terms of sharpened internal political stresses. 
And it transpired unexpectedly that the credits extended to Burma on gift 
project account were exceeded by the credits Burma involuntarily extended 
on the separate rice barter sales account. On balance, then, Burma was financ¬ 
ing the U.S.S.R., rather than being financed by her. If Indian and LM.F. 
aid, in contrast, were ideal, the Indian loan could not offset the resentment 
created when, not long before, Burma had been forced to sell rice to India at 
a cash price ^^13 sterling per ton below the prevailing market, and the I.M.F. 
loan scarcely created a ripple at the time. 

Burma’s aid experiences, therefore, had not given her the*sense of “lift” that 
might be expected to accompany aid programs. The aid seemed, for the most 
part, to have been centered on the several donors’ needs, policies and objec¬ 
tives, rather than on Burma’s. After receiving some K 126 crorcs in foreign 
aid through 1959-60 from so many different sources, Burma felt, in spite of it, 
quite isolated. The aid programs had not brought her significantly closer to 
any foreign institution, nation, or the world outside. Indeed, it seemed almost 
as though her experiences were causing her to withdraw, once again, toward 
her historic isolation. 

Burma’s hesitation, however, was tied more to a reappraisal of funda¬ 
mental objectives and methods than to her experience with foreign aid. By 
the end of i960, she was formulating a new Four-Year Plan, and was prepar¬ 
ing, though more cautiously, to move forward again. On the foreign aid 
front, a Si 4 million loan was being negotiated with the World Bank for the 
further dieselization of the railways. More significant, shortly after the turn 
of the new year, Premier Chou En Lai’s visit to Rangoon to sign the border 
treaty was climaxed by the announcement that China would extend Burma 
an $84 million equivalent credit over the period October 1961-September 
1967, which would be repayable from 1971 to 1980. Burma’s willingness to 
accept such a loan from a new source was a significant commentary, not only 
on her desires to move forward again on the economic front and once again 
to demonstrate her neutral role with regard to the rival power blocs, but on 
her unsatisfactory aid experiences in the past, particularly with the West. 



CHAPTER 32 


Problems of Technical Assistance 


SOME GENERAL CONSIDERATIONS 

For most of the 1950s the belief was prevalent that capital and technical 
know-how were the two chief needs of the underdeveloped countries, and that 
supplying them would enable these countries to achieve the economic devel¬ 
opment to which they aspired. Burma received, as we have just seen, a 
considerable amount of capital assistance during the 1950s and a fairly con¬ 
siderable amount of technical assistance as well. But the utilization of tech¬ 
nical assistance was no more free of problems than was the utilization of 
foreign capital assistance, or any other aspect of the development process. 

Burma’s inability to make efficient use of the substantial technical assistance 
available to her arose initially out of a complex of naive expectations and 
views of the uses and limitations of technical assistance. Problems arose also 
out of her lack of appreciation of her need for such assistance, out of a lack of 
careful programing to obtain the assistance needed, out of a failure effectively 
to assign and direct the personnel available, and out of a failure carefully to 
consider and apply the recommendations made. The deficiencies, however, 
were not all on the Burmese side. On the foreign side, problems arose chiefly 
out of shortcomings of the people engaged or supplied, defects in their moti¬ 
vation, orientation and attitudes, out of the working arrangements established 
and, inevitably, out of cultural and standard-of-living differences. 

Early in the 1950s, the rationale of the Burmese attitude toward technicians 
from abroad ran somewhat as follows. All foreign technicians were experts in 
their fields. They were, by definition, persons who knew all there was to know 
about some function. Somewhere there existed predetermined answers to any 
question or problem which might arise. Experts were capable of reaching 
back into their prodigious store of knowledge and memory and selecting, on 
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almost a moment’s notice, the “right” answer to any question. The ability to 
solve problems by hard work, while no doubt praiseworthy, was probably not 
expertise but something else. In a sense, an expert was one who could be ex¬ 
pected to perform semi-miracles. As one very senior minister stated on one 
occasion, “We need experts to help us do the impossible.” 

This same thought was expressed on another occasion by the Prime Minis¬ 
ter in explaining why he liked a certain foreign expert. “The man,’' he said, 
“is good because he is not negative. He tells us how we can do what wc want 
to do, when others tell us why wc cannot do it.” With so naive a set of initial 
attitudes, it is not surprising that the Government was inclined to identify 
the acquisition of experts with problem solution and progress — almost as 
though, once an expert was engaged, the job was virtually done. 

These attitudes did not, of course, persist. In time, the Government learned 
that experts could not easily and almost automatically solve the problems 
posed. In fact, instead of solving problems, they frequently brought to light 
new problems of which the Government had been unaware. All too often, and 
sometimes to the point of irritation, they stressed that additional time and 
study were required. They found it necessary even to state, on occasion, that 
their own expertise was not adequate to cope with some of the specialized 
problems and to urge the need for additional experts and studies. Many of the 
specialists engaged on only vague terms of reference demanded to know more 
specifically what it was they were supposed to do, while the Burmese expected 
the experts to tell them what the specialists’ tasks should be. 

Additional irritations developed when experts criticized the accepted or 
preferred ways of doing things, or when they insisted it was necessary that the 
Government do things it did not wish to do. The occasional disagreement 
between experts came as something of a shock, since it placed the Govern¬ 
ment in the unhappy position of having to decide which of them was right if 
it did not want to call in a third expert to adjudicate the issue. Still another 
blow was the occasional discovery that the “expert” was really not expert at all, 
or was impractical, or insensible of local conditions which made his trans¬ 
planted expertise inapplicable. There were even those baffling occasions when 
a Burmese official was able, in open meeting, to refute a position or an analysis 
offered by one of the foreign experts. And, as time went by, it sometimes be¬ 
came clear in particular cases that the resentment of local officials, or the press 
or the public, made some foreign experts political liabilities, and therefore 
expendable. 

But what was perhaps the most significant change in the attitude toward 
the foreign technicians was the growing recognition that they did not neces¬ 
sarily make the work burden of the Burmese, or their consciences, any easier. 
On the contrary, utilization of foreign experts often necessitated far more 
work and effort than the Burmese had expended before — they were called 
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Table 87 


Sources of Foreign Specialists Assisting 
THE Government as of September 1957 


Total 

395 

I . Direct contract with individual specialists 

116 

2. Foreign governments 

90 

a. People’s China 

41 

b. U.S.S.R. 

19 

c, Israel 

17 

d. Japan 

12 

e. West Germany 

I 

Foreign firms 

82 

a. United States 

28 

b. West Germany 

22 

c. United Kingdom 

20 

d. Other 

12 

4. United Nations 

66 

a. Technical Assistance Administration 

21 

b. World Health Organization 

16 

c. Food and Agriculture Organization 

9 

d. International Labor Organization 

7 

c. Other 

5 

Colombo Plan 

8 

5. Foundations: United States 

41 


Source: “Status and Activities of Foreign Specialists in Burma,” memorandum by D. P. 
Barnes, Chief Planning Engineer (T.A.M.S.), Ministry of National Planning, Rangoon, Sept. 29, 
1958, Table I. 


upon to give more attention to problems and alternatives, to probe more 
deeply into them, and to make more effort in executing policies. 

The initial naivete thus evaporated over the decade. In its place there devel¬ 
oped a quite different and far more realistic attitude, one not entirely free from 
disillusion, disappointment and even irritation. Some foreign experts might 
be useful; others might not. But one thing was clear: Even the best of them 
could work no miracles. 

THE SOURCES AND USES OF TECHNICAL ASSISTANCE 

Since effective use of the available technical assistance was closely related 
to the sources from which it was obtained, the kinds of specialization and the 
fields of activity involved and, finally, the governmental arrangements under 
which the services were performed, it will be useful to examine the situation 
with respect to these factors. 

As of September 1957, sonie 395 foreign specialists were assisting the Gov¬ 
ernment of Burma. The sources or auspices for these specialists are shown in 
Table 87. 

Direct contracts with individual specialists, the largest single category, pro¬ 
vided chiefly for doctors, engineers and artisans recruited, for the most part, 
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in India, at salary levels not far removed from those prevailing in the Bur¬ 
mese civil services. In the next largest category, specialists provided by for¬ 
eign governments, the group provided by People’s China was engaged on 
one project only — the installation of a cotton textile mill. The Japanese group 
was similarly engaged in the construction of a hydroelectric pioject procured 
under the reparations settlement. The U.S.S.R. technicians were also concen¬ 
trated mostly on the Russian “gift” projects. The Israeli technicians were, 
however, dispersed among a number of activities. Of the specialists provided 
by foreign firms, the U. S. technicians provided central economic and engi¬ 
neering services to the Government, whereas the others were engaged in spe¬ 
cific project execution. Technicians from the United Nations (with the 
notable exception of those from W.H.O.) and the Colombo Plan were chiefly 
advisory. The sizable group provided under the auspices of the Ford Founda¬ 
tion and other American foundations were engaged chiefly in training and re¬ 
search activities. 

The memorandum on which Table 87 is based classifies 170 of the total 
group as operating professionals, 134 as advisors and consultants, 49 as spe¬ 
cialists and technicians, and 42 as artisans. Most of the advisors and consult¬ 
ants were obtained under United Nations, Colombo Plan and foundation 
auspices, and from U. S. private firms. Most of those in the other categories 
were obtained by direct hire and from foreign governments and firms. 

The distribution of the group by field of activity is shown in Table 88, By 
far the largest number were concerned with industrial activities. These were 
obtained mostly by direct hire. The remainder of the activity distribution is 
not related significantly to the sources of aid, except in the case of central 
planning and supervisory activities, where the specialists were provided by 
the two American advisory firms. 

Finally, the placement of foreign specialists by the various types of Govern¬ 
ment organization to which they were attached is shown in Table 89. About 
two fifths were engaged by the major development corporations, and another 
fifth with State Boards and other operating organizations. Ministries and 
departments accounted for another fifth. The central planning and super¬ 
visory agencies utilized about six per cent of the total. 

The Government’s experience with direct hire arrangements was not good. 
It was not easy for the agencies to find or select the best-c]ualified candidates. 
Pay scales were substantially lower than those for specialists provided by 
foreign firms, and were not attractive to highly qualified people. On the job, 
difficulties and dissatisfactions with housing, transport and working condi¬ 
tions tended to develop. If the specialist was dissatisfied with the job or its 
attendant arrangements, there was little he could do about it. Morale was 
frequently poor, turnover was undesirably high and many vacancies remained 
unfilled. 
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Table 88 

Foreign Specialists Assisting the Government 
AS OF September 1957, by Field of Activity 


Total 

395 

Industry 

140 

Agriculture 

40 

Mining 

30 

Public health 

28 

Irrigation 

26 

Education 

25 

Housing and public buildings 

17 

Administration 

10 

Communications 

5 

Research 

5 

Cooperatives 

2 

Undistributed 

42 

Central planning and supervision 

25 


Source: Same as Table 87. 

The private firms were in a much better position to select competent people, 
and to see to it that they were adequately paid. These firms negotiated con¬ 
tracts with clear provisions concerning housing, transport, medical care and 
other arrangements, and were in a position to manage their own work pro¬ 
grams so as to provide more constructive work opportunities and guidance 
for their pcrssonnel. They also had direct access to Government officials at 
high levels, and could iron out the work difficulties which arose. For these 
reasons, their personnel manifested higher morale than did direct-hire per¬ 
sonnel. Job performance was better and turnover was lower. The firms also 
provided a desirable continuity of experience. Not the least advantage of the 
private firm with an established reputation in its field was that the Govern¬ 
ment was inclined to consider its recommendations carefully, while it tended 
to ignore those coming from other sources, including its own people. 

U. N. technical assistance was subject to a number of weaknesses. Since 
budgets were on a year-by-ycar basis, technicians could be supplied only on a 
one-year basis — although the services of individual specialists were fre¬ 
quently extended. In so short a period of service, a large part of the time was 
necessarily devoted to job orientation and “settling in,” and later on to prep¬ 
arations for departure. Many of the personnel supplied were something less 
than first rate. Reports were frequently rendered only after the specialists’ 
departure, and it was often many months more before the organization re¬ 
sponsible (e.g., T.A.A., F.A.O.) had approved their reports and recommenda¬ 
tions and submitted them officially to the Government. Sometimes these re¬ 
ports came only after the need for them had changed or passed, and seldom 
was the specialist or a successor on the spot to follow through on acceptance 
and utilization. Significantly, if the specialist’s counterpart or the organization 
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Table 89 

Government Agencies Utit.izing Services 
OF Foreign Specialists, 

AS OF September 1957 


Total 395 

1. l)t'vclo])mcnt corporations 160 

a. liulustrial Development Cor]). 113 

1 ). A]iriculturc Rcsourcc.s Development Corp. 17 

c. Mineral Resources Development Corp. 30 

2. State boards and other operating organizations 82 

a. Electricity Sui)])ly Board 25 

b. National Housing Board 17 

c. Airways Board 15 

d. Other 25 

3. Ministries and departments 78 

4. Educational and research institutions 32 

5. Planning and supervisory agencies 23 

a. Ministry of National Planning i6 

b. Economic and Social Board 7 

6. Other . 20 


Source: Same as Table 87. 

he served was disinclined to consider his views seriously, there was little he 
could do about it. The U. N. Resident Representative did not coordinate, 
supervise or take responsibility for the specialists’ work, or try to get Govern¬ 
ment action on their recommendations. 

The Israeli technicians, dispersed like the U. N. personnel among a number 
of activities and projects, were quite outstanding. This was because, among 
other things, they were hand-picked by their Government, and realized that 
their success would help cement the cordial relations their Government de¬ 
sired to establish with Burma; because they were sympathetic to Burmese 
aspirations and problems; because they themselves came from a nation-build¬ 
ing operation and brought with them a certain zeal; because they were condi¬ 
tioned to accept hardships; and becau.se their assignments, for the most part, 
were “do-it” jobs, rather than advisory ones. 

This last was very important. Setting up tractor service stations and train¬ 
ing their operators, designing military camps and facilities, supplying medi¬ 
cal services to the army hospital, running chicken farms and similar ‘‘do-it” 
assignments were simpler to perform satisfactorily than, say, getting effective 
results by advising on rice marketing or import trade policy. And since they 
worked mostly with and for the military authorities, who understood adminis¬ 
tration and who created arrangements under which they could work effec¬ 
tively, the Israelis were able to contribute more than they could have under 
Other circumstances. 

The foundations combined the advantages enjoyed by the private firms and 



552 Major Problems in Program Implementation 

those which came with active, self-chosen “do-it” assignments, chiefly in the 
training field, which enabled them to engage qualified, serious personnel and 
to retain them on the job with relatively high morale. A favorable Burmese 
attitude toward the foundations was heightened by their private philanthropic 
character and, of course, by the fact that they were self-financed. 

This quick run-down of the sources of technical assistance available to the 
Government of Burma needs to be supplemented by mention of the assistance 
privately and directly extended by hundreds of missionaries serving through¬ 
out the country, engaged chiefly in educational and medical activities (as 
well as in their religious activities, of course). Missionaries in Burma were 
quiet, self-effacing, dedicated people who remained in Burma year after year, 
spoke the language, and lived close to the people they served so well. Their 
schools and hospitals were of the best, and they were held in high regard. 

SOME KEY PROBLEMS 

There were a number of problems affecting technical assistance which 
arose quite generally, whatever the sources and uses of the assistance. Lan¬ 
guage, fortunately, was not much of a problem, since virtually all Burmese 
officials had at least a passable command of English. (The U.S.S.R. technicians 
had their own interpreters, of course, while those from other non-English- 
speaking countries were almost invariably familiar with English.) Unfortu¬ 
nately, not all of the specialized foreign personnel who came to Burma were 
desirably motivated and oriented. Some, on the verge of retirement, were in¬ 
terested primarily in money. Some were maladjusted persons who could not 
function satisfactorily at home. Still others were adventurers, innocent “do- 
gooders,” impractical academicians, hypochondriacs, egotists, “milktoasts” 
overeager to please, or cynical sophisticates scornful of the environment in 
which they found themselves and of the Burmese. Professional competence, 
integrity and sense of workmanship, ingenuity, adaptability, imagination, 
patience, health, energy, realistic optimism, sense of values and tactics, some 
teacher instinct and a pinch of missionary zeal — all highly desirable in for¬ 
eign specialists were rarely combined. And matters were not helped by the 
highly disparate and, under the circumstances, even ostentatious, living stand¬ 
ards of the foreigners, which tended to make them a cultural enclave within 
the broader community. The wives of the foreign technicians also played a 
very important role. If they were not healthy, cheerful, adaptable, friendly 
and constructive in their outlook, it was difficult for their husbands to func¬ 
tion with full effectiveness. Generally, a good man at home was a good man 
abroad— but with an important proviso. Obvious weaknesses blew up to 
monstrous proportions and weaknesses which might have been only latent at 
home suddenly erupted seriously in the new cultural and work setting. 
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The deficiencies naturally were not all on the side of the sources of aid or 
the foreign personnel. They were even more serious on the Burmese side. We 
have already mentioned the naive expectations which characterized, at the 
outset, the Burmese approach to their foreign “experts.” In engaging foreign 
specialists, especially on direct hire, the Burmese tried to “save” on salaries, 
even when this could be accomplished only at the expense of quality, morale 
and performance. They frequently requested, or accepted, U. N. or other 
technical assistance just because it would not cost anything in foreign ex¬ 
change, without regard to objective need, intended use or their ability to 
utilize it. Little attempt was made to orient foreign specialists arriving for 
tours of duty. Precious time was lost because of delays in providing housing, 
transport, office space, secretarial or typing assistance, arranging the necessary 
liaison, and even in clearly laying out the job to be done and the terms of 
reference. Local counterparts were not always provided to work with, and be 
trained by, the foreign specialists. The officials to whom foreign technicians 
were attached were sometimes indifferent to, or even resentful of, them. In 
any event, many of these officials were usually less than frank in disclosing 
their work problems — partly because they were comfortable in their estab¬ 
lished ruts, and partly because they hesitated to reveal their own inadec]uacies. 
Nor were they inclined to act upon the recommendations received, when 
this required them to urge new programs, procedures and additional effort, 
and perhaps costs, upon their superior officers. Finally, the Burmese made 
little effort to coordinate the work of foreign specialists provided under dif¬ 
ferent auspices, even when their assignments overlapped. 

Generally speaking, foreign technicians were most effective when they were 
engaged in clear-cut “do-it” jobs — such as conducting anti-malaria spraying 
or vaccination campaigns, operating experimental farms, conducting tech¬ 
nical or agricultural training schools, setting up tractor service stations — 
where the authority to act was clearly delegated. Performance on management 
jobs, where the necessary authority was not clearly delegated, and where the 
necessary supporting staff was not provided, was another story. Technicians 
in jobs which were essentially advisory encountered serious difficulties in ob¬ 
taining the required attention, decision and follow-through. 

These difficulties and limitations in the uses of foreign technicians had con¬ 
siderable significance for technical assistance “needs.” Measured in terms of 
what needed to be done to reach the development goals, the needs were 
tremendous, and more than the available personnel could handle. (Of course, 
if Burma’s public administration had utilized the capacities of its own offi¬ 
cials more effectively, the need for foreigners would not have appeared to be 
so great. Similarly, “needs” would have been reduced if policy had called for 
more participation by the private sector.) However, measured in terms of how 
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ready the Burmese were to accept foreign specialists and utilize them effec¬ 
tively, it sometimes seemed as though the 395 foreign technicians Burma had 
were already too many. 

Quite apart from the criteria of needs, however calculated, and the ability 
to utilize aid, there seemed to be psychological and political limitations on the 
amount of technical assistance Burma could accept. Beyond a given point, the 
number of foreigners with flashy cars, pucka housing and large-scale enter¬ 
tainment would undoubtedly have begun to have social and political repercus¬ 
sions. The number could grow only so far before technical assistance would 
begin to take on an outward appearance something like that of the colonial 
regime. For these reasons, as well as those inherent in the limited ability to 
utilize technical assistance effectively, it was perhaps just as well that the vol¬ 
ume of technical assistance did not grow much larger than it did. 

SOME CONCLUSIONS 

It would appear, from the Burmese experience, that the effectiveness of 
technical assistance depends heavily on careful selection of the foreign per¬ 
sonnel, using standards that combine desirable motivations, orientation and 
personal characteristics with technical competence. Direct hire of individuals 
is not a satisfactory method of procurement. Foreign firms offer substantial 
advantages, both for assistance in the execution of specific projects and in 
central consulting and advisory capacities. U. N. technical assistance, while 
welcomed, has a number of weaknesses, and seems to operate most success¬ 
fully when “do-it,” rather than advisory, jobs are concerned. On the govern¬ 
mental side, for a number of special reasons, Israeli technical assistance ap¬ 
pears to have outstanding advantages. Foundation-sponsored assistance is also 
highly advantageous. 

The unique and successful aspects of Israeli, foundation and missionary aid 
suggest another source of technical assistance which might profitably be 
tapped, and to which countries like Burma might be singularly receptive. 
Labor, cooperative and progressive farm organizations can draw on large 
reservoirs of trained and disciplined people who also have some sense of mis¬ 
sion — that “pinch of missionary zeal” mentioned earlier. They also represent 
movements with a built-in sense of sympathy for the aspirations of countries 
like Burma. The West, and the United States particularly, would do well to 
encourage, and even to finance, a broad measure of participation by these 
movements in technical assistance programs. 

In quite another vein, there is still one more group that should increasingly 
get into technical assistance operations. Not all requirements for “technical” 
assistance are of a professional or technical character. There is a tremendous 
need for managerial assistance as well. This need is not met by technicians, 
except insofar as accountants, lawyers, personnel officers and persons of re- 
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lated management skills enter the picture. But the entrepreneurial aspects of 
management are not, as such, identified with technical skills. They are identi¬ 
fied with business men. The business communities of the United States (and 
other advanced nations) have a great contribution to make in this field. If 
American business firms provided their Government with countless “dollar-a- 
year” men during World War II, surely they could duplicate this contribution 
now, in order to assist their country’s efforts on behalf of the underdeveloped 
countries. And what better preliminary could there be to an increased volume 
of private foreign investment abroad? 

This suggests one final point. Private firms in Burma, as well as the Gov¬ 
ernment, need technical assistance, and frequently seek to employ it. They are 
unduly hampered in this attempt by unreasonable difficulties imposed by the 
Government in the granting of the necessary entry and exteiision-of-stay 
permits, and by restrictive regulation of remittances abroad. These arise, of 
course, out of undue provincialism and Burmanization policy. They are not 
consistent, however, with the Government’s own use of technical assistance, 
or with its development objectives. 

THE ROBERT R. NATHAN ASSOCIATES 
EXPERIENCE 

(A Unique Experience in Technical Assistance) 

The experience of Robert R. Nathan Associates, the economic consultants 
to the Government, first, in advising Burma on the formulation of her eco¬ 
nomic development program, and then, over a period of years, in helping to 
adapt and carry it out, was unique. A brief review of the major aspects of this 
experience may be of special interest to those concerned with the role of 
technical assistance in these fields, and the auspices and arrangements under 
which such services may be performed. 

Robert R. Nathan Associates was chosen by the Government of Burma, not 
by the U. S. Government. During the first two-year contract period, the U. S. 
Government paid the dollar cost of the firm’s services; in 1953, ^955 ^957 

these contract services were extended by the Government of Burma at its own 
expense. During the 1951-53 period, the firm was part of a joint economic 
and engineering planning team. From 1953 on, it was independently engaged 
to render economic advisory services to the Economic and Social Board and 
the Ministry of National Planning. Its contractual responsibilities were con¬ 
siderable. They included: 

Consulting economist shall assist the Economic and Social Board in carrying 
out its responsibilities in relation to the development program, and shall assist the 
Ministry of National Planning in continued planning studies and program revi¬ 
sion. The functions of consulting economist in rendering this assistance to the 
Economic and Social Board and the Ministry of National Planning shall be: 
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1. To analyze the relationship from year to year between the growing capital 
equipment of the country and the level of production and national income, and to 
recommend adjustments or revisions as necessary and desirable in the overall in¬ 
come goals and the overall development expenditure plans for a period of years. 

2. To aid in the formulation of each year’s development program, by advice 
concerning; 

a. The feasible magnitude of expenditures for each coming year; 

b. The economic balance between projects of different types forming parts of the 
program; 

c. The availability of domestic funds for private investment and for govern¬ 
mental development expenditures, and concerning measures which will affect 
the volume of available funds, such as revenue measures, banking policies, and 
foreign trade and foreign exchange controls; 

d. The availability of foreign exchange and measures affecting it. 

3. To advise and consult on the economic aspects of plans, programs, projects, 
and policies in the fields of manufacturing, power, transportation, communications 
and construction, and on their relationship to the total development plan. This will 
include advice as to the timing and priorities of development projects; the balance 
among them; the availability of productive resources, including manpower and 
management; and other pertinent economic factors. 

4. To advise and consult concerning the relationship between development 
plans in other fields and the agricultural economy of Burma, and to recommend 
plans, programs and policies of an economic nature in the field of agricultural de¬ 
velopment. 

5. To make special studies within the limits of staff time available of the mar¬ 
kets, prices, costs, and benefits of development programs in specific industries, such 
as the forest products industry or the textile industry. 

6. To make special studies within the limits of staff time available of transport 
rates and costs, and their effects upon the operation of the economy as a whole. 

7. To make studies of world markets for Burmese exports, including price 
trends, and of other matters affecting prospects for foreign exchange earnings; to 
make similar studies of sources of supply of necessary imports and of other matters 
affecting foreign exchange expenditures; and to advise concerning ways of con¬ 
serving foreign exchange by enlarging domestic expenditures or of economizing 
on domestic expenditures by enlarging foreign exchange expenditures, as occasion 
may warrant. 

8. To aid in the development of the annual fiscal budget of the Government by 
advice concerning the relationship of the development program to the budget as a 
whole. 

9. To advise concerning methods and procedures of budgetary control of the 
development program. 

10. To review development plans and priorities and to submit to the Govern¬ 
ment at regular intervals reports on the economic aspects of the program. 

11. To advise concerning a system of statistical and accounting records and 
charts; to assemble, organize and maintain current information concerning the 
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progress of the development program; to evaluate and analyze progress, and to 
make recommendations as to remedial actions necessary to improve the progress 
of the development program. 

12. To advise and consult, and otherwise assist in the development of central 
and top level implementing and expediting policies and procedures. 

13. To advise concerning administrative organization for expediting develop¬ 
mental planning, programming, budgeting, and execution. 

14. To advise concerning methods of improving the collection and analysis of 
data concerning national income and components thereof, including saving, con¬ 
sumption, capital formation, production, and other components and series useful 
and necessary for most effective planning, programming and control of a develop¬ 
ment program. 

15. To analyze population and labor force data, wage policy and trends, and 
advise concerning potential shortages and bottlenecks in the supply of special 
skills and types of labor and methods of meeting or avoiding them. 

16. To advise concerning methods of financing individual projects and develop¬ 
ment corporations handling groups of projects. 

17. To advise concerning ways of financing the country's productive activities, 
including the extension of credit to agriculture, indigenous industry, and cottage 
industry. 

18. To advise concerning the effects on production incentives and on other 
aspects of economic activity of changes in economic policy measures such as 
revenue measures, banking policies, and foreign exchange and foreign trade con¬ 
trols. 

C. Other Services 

It is agreed that the consulting economist may be called upon to perform 
duties other than those specifically set forth herein, which may be reasonably 
within the scope and purpose of this Agreement.^ 

During the latter part of the 1951-53 planning period, the firm’s team 
comprised five professionals — a chief (and fiscal) economist, national in¬ 
come, agricultural and industrial economists, and one junior economist. Be¬ 
ginning with 1953, the firm maintained a staff of seven or eight persons in 
Rangoon most of the time, and, toward the end, ten staff members. These 
included, as a constant core, a general manager and chief economist, fiscal, 
industrial and agricultural economists, a progress reporting analyst and an 
administrative officer. These were supplemented at the outset by a national 
income economist, and later on by a deputy chief economist, an economic 
statistician and specialists in merchandising and rice marketing intelligence. 
The progress reporting job was changed, toward the end, into a management 
analysis job. Consultants in taxation and freight rates augmented the work 
of the field staff on a short-term basis. 

I. Agreement between the President of the Union of Burma and Robert R. Nathan Asso¬ 
ciates, Inc., July 20, 1953, Article I, B, and C. 
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The field staff had general “back-up” from the firm’s home office and the 
full-time assistance of a special “desk officer” in the home office. The home 
office support included not only special and major research jobs in such fields 
as rice marketing and minerals, foreign investment legislation, development 
institutions, industrial joint ventures, and reparations, but also economic 
counsel to the Burmese Embassy in Washington, including assistance in loan 
and P.L. 480 justifications, negotiations and implementation; orientation and 
assistance to Burmese missions, officials, business leaders, students and others 
visiting Washington; maintenance of effective liaison with U. S. and inter¬ 
national agencies interested in Burmese economic developments; and general 
assistance to prospective investors in Burma. Robert R. Nathan, the firm’s 
President, made, in addition, two visits of two to four weeks’ duration to 
Rangoon each year. 

The team was required contractually to function through its general man¬ 
ager and chief economist, who reported to the Government through the 
Executive Secretary of the Economic and Social Board. This remained 
throughout the formal process, but individual staff members were in almost 
constant contact with secretaries to Government, board chairmen and other 
officials, and much effective preventive or remedial work was done in this 
way which never reached the Economic and Social Board at all. Certain 
activities were basic and repetitive from year to year — chiefly the annual 
fiscal, capital, import, foreign exchange and related programs, and, in the 
early years, the annual Economic Survey. Requests from the Economic and 
Social Board for comments and recommendations on matters referred to it for 
decision, and for staff assistance in negotiations and other activities, con¬ 
stituted a heavy work load. But more than half the team’s time and energy 
was spent on studies, analyses and action and policy proposals that it initiated 
itself, and that dealt with problems of which the Government had not yet 
become aware. 

While the firm’s function was defined as an advisory one, it was necessary 
from time to time to use the firm’s advisory staff on purely operational mat¬ 
ters. These included, notably, the creation and initial direction of foreign 
exchange control and progress reporting operations, capital budget reviews, 
and assistance in loan and joint venture negotiations and in the implementa¬ 
tion of P.L. 480 agreements. And w'hile the concern of the economic con¬ 
sultants was primarily with economic questions, the firm found it necessary 
to focus increasingly on problems of implementation, management and public 
administration. In fact, from 1956-57 on, the team felt that problems of this 
kind had assumed the greatest importance and most needed positive remedial 
action. 

At the outset, the firm depended for its effectiveness on the confidence of 
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the Executive Secretary to the Economic and Social Board, who in turn en¬ 
joyed the confidence of the Prime Minister. The direct confidence of the 
Prime Minister himself was soon won. In time, direct contacts and, frequently, 
direct services made for closer relations and greater confidence and accept¬ 
ance on the part of other ministers, secretaries to Government and other of¬ 
ficials and agencies. There was some disposition, in the early months, to re¬ 
gard the team as “belonging” to, and even as being in the exclusive and 
partisan service of, certain leaders and officials. This view was soon dispelled, 
as it became evident that the firm was disposed to be critical of weaknesses in 
plans, projects, programs, policies and errors of whatever kind, no matter 
which leader, official or agency happened to be identified with them. This 
objectivity and political disengagement helped to promote the acceptance and 
effectiveness of the economic consultants. 

In housing, transport, office facilities and staff and other working arrange¬ 
ments, the firm encountered no serious difficulties. The salary, living allow¬ 
ances, medical care, import and other arrangements it enjoyed were liberal, 
and the Government scrupulously observed its contractual obligations in these 
and other matters within its control. Nor did the firm encounter any serious 
problems of communication. Officials with whom the team had occasion to 
work invariably spoke English. It was only at the ministerial level that the 
consultants encountered, on occasion, a language problem. At meetings of the 
Economic and Social Board, where the chief economist sat by invitation, 
documents were often in Burmese, and Burmese was spoken, with lapses 
into English from time to time. But there had usually been time to translate 
and abstract the documents, and an interpreter’s assistance was available. 

The problems encountered by the firm were of a more important nature. In 
spite of the liberal compensation arrangements made, it was not easy to re¬ 
cruit staff of the caliber required or, in all cases, to find individuals who com¬ 
bined professional competence with ideal personal characteristics, motiva¬ 
tions and outlook. There was always more to do than could be done by the 
limited staff available, and “rush” jobs and “emergency” situations frequently 
necessitated deferment of more fundamental tasks. It was sometimes diffi¬ 
cult to avoid involvement or apparent partisanship in personal or power 
struggles between Government officials and organizations. It was sometimes 
difficult also to criticize certain decisions, actions or trends on practical 
grounds without inviting the suspicion that the firm’s views were biased by a 
“capitalist” preference for free enterprise and a corollary prejudice against 
socialism. While the firm soon convinced the Government of its loyalty and 
enjoyed a remarkable degree of confidence, it was nevertheless not invited to 
submit its views regarding Soviet bloc economic arrangements — the rice bar¬ 
ter deals and the U.S.S.R. gift projects — before these were concluded. It is 
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quite possible that this reflected more a desire to spare the consultants the 
possible awkwardness of divided loyalties than a suspicion that they would 
lack objectivity on such questions — but the problem was there just the same. 

While the Government did little to coordinate the work of the foreign spe¬ 
cialists serving it under various auspices, the firm and its staff members were 
able to effect informal practical working arrangements with U. N., founda¬ 
tion, direct-hire and other specialists. Relationships with the central bank, 
the private business community and various embassies were also satisfactory. 
The U. S. Embassy was fully appreciative of the firm’s relationship and 
obligations to the Government of Burma and, although the firm and its staff 
frequently assisted their clients in discussions and negotiations with U. S. 
officials and agencies, at no time was a conflict in loyalties involved. 

For a time, the firm encountered some difficulties in using the young and 
inexperienced Burmese economic staff within the Ministry of National Plan¬ 
ning. This staff had originally been attached (or “seconded”) to it, and 
worked under the direction of the consultant’s staff members. In the next 
period, which was one of transition to an autonomous functioning for the 
local staff, the firm recruited and trained a number of young economists, and 
then turned them over to the local staff. Friction developed when the local 
staff was placed on an independent work status, and questions arose about 
how certain work responsibilities should be allocated, and the channels 
through which the consultants’ views should be communicated to the Gov¬ 
ernment. The firm’s general manager took the view that the local group could 
best advance by operating autonomously. This ended the friction and, over 
the later years, the Central Statistical and Economics Department developed 
rapidly in experience and competence. 

Another problem grew out of the attacks which occasionally appeared in 
the press, which was singularly uninformed about the role of the economists 
and, of course, about the nature of the advice they were giving. The services 
the consultants rendered were direct and confidential, and it did not seem 
appropriate to respond to the misinformed judgments that were sometimes 
made — though it would almost invariably have served a useful public pur¬ 
pose to do so. 

But undoubtedly the most difficult and important problems the consultants 
faced were those which arose out of the Government’s impractical socializa¬ 
tion and Burmanization policies and, once the program was well under way, 
out of its inept performance in public administration and implementation. 
The questions here were basically tactical. One major question was: Should 
these problems be tackled generally and frontally, or on the practical merits of 
the individual cases in which they manifested themselves? And a second 
major question was: Should the firm’s advice to the Government be, in effect, 
“You can execute a program of the size and composition you desire, provided 
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that you also take the necessary complementary steps to improve economic 
policy, public administration, management, and so on,” or should it rather 
be, in effect, “You must abandon all thought of attempting to continue with 
this program until you have taken the necessary complementary meas¬ 
ures ..? 

On the first of these choices, the strategy changed bit by bit over the years 
from one which confined itself to the merits of individual cases to one which 
concentrated more broadly on the fundamental issue. On the second question, 
which was a major cause for soul-searching within the consultants’ group, the 
decision was to continue to stress the first (“provided”) alternative. It may 
well be that the second (“until”) alternative would have jolted the Govern¬ 
ment harder, and been more productive of results. But perhaps only a refusal 
by the firm to renew its contract with the (Government could have registered 
with the necessary impact, and even this would probably not have sufficed to 
bring about substantial improvement. 

In terms of results, the advisory firm was far more effective in certain areas 
of policy and decision than in others. With the exception of the 1954-55 
capital program, it was invariably able to win acceptance from the Government 
of the upper limits it recommended for the annual spending programs and of 
its views on the size of the capital and current budgets within them. The 
firm’s views on the annual foreign exchange budgets, and the size and com¬ 
modity composition of the annual import programs, were similarly accepted. 
The consultants’ views were almost invariably respected also when they op¬ 
posed— as they often did — specific projects and programs, whether on eco¬ 
nomic, management or administrative feasibility grounds. They were least 
successful when they opposed decisions motivated by Burmanization policy, 
or attempted to correct abuses arising out of this policy, and when they tried 
to persuade the Government to initiate vigorous (and sometimes tough) ac¬ 
tion in tax policy and enforcement, in project and program implementation 
and in public administration. Between these extremes they were moderately 
successful. They gradually exerted a considerable influence on rice marketing 
and pricing policies and on the mobilization of foreign resources, helped to 
slow down further public industrial development, were influential in the cut¬ 
back of the U.S.S.R. “gift” program, in the expansion of agricultural exten¬ 
sion services and in the increased priority given to the agricultural and other 
primary sectors. 

I shall not, because of my personal involvement, offer an appraisal of the 
firm’s contributions to economic development in Burma. It is appropriate, 
however, to comment in general on the usefulness, or advantages, of private 
consulting firms in central economic planning and advisory relationships to 
underdeveloped countries, as suggested by the experience of Robert R. 
Nathan Associates. 
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There is no question that a private firm, engaged by a government itself 
(and, preferably, paid by it out of its own resources), is far more likely to 
enjoy that government’s confidence, and to be consulted on intimate and even 
delicate questions, than an advisory group on the payroll of any assisting gov¬ 
ernment would be. Whether a private firm would enjoy greater intimacy and 
confidence than a university-sponsored or a foundation-sponsored team might 
is perhaps debatable. If the university team were financed by another govern¬ 
ment, the advantage would still be clearly with the private firm. If the uni¬ 
versity group were financed, on the other hand, by a private foundation, the 
choice would seem to become moot. The private firm would have no ad¬ 
vantage over a U. N. team, except insofar as the government might be more 
inclined to consider recommendations seriously if it was paying for them. 

This question of intimacy and confidence is of more than passing conse¬ 
quence. To see the problems from the “inside,” so to speak, is to understand 
better the motivations and attitudes which so importantly influence the 
decision-making process; to be in a position to discuss the problems in terms 
of those factors; to be able to anticipate and “time” emerging problems; and 
to have that ready access to the policy-makers which is so crucial to effective 
advisory performance. 

The chief disadvantages of the private firm in such a role, it is sometimes 
suggested, are that its services are costly and that, in order to retain a profitable 
contract, it will be inclined to seek to please its governmental client, rather 
than to be objective. Neither of these objections is really valid. The real cost of 
such advisors lies in the cost of the mistakes which may result from their 
recommendations. This, of course, could be enormous. Conversely, the real 
value of such services inheres in the enormous benefits which may accrue. 
The potential on either side is so great as to make any possible direct costs pale 
into insignificance. With respect to bias, or vested interest, the governments of 
underdeveloped countries may be unsophisticated, but they arc not as un¬ 
sophisticated as all that. If anything, they will tend to be suspicious, and, 
having an ample supply of their own, will not be inclined to pay high salaries 
and fees to foreign “yes men” for long. Finally, only brief reflection will be 
required to find in university, foundation and even in foreign government 
personnel teams, “vested interests” in winning and retaining approbation 
analogous to those attributed to the private profit-making firm. 
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CHAPTER 33 


Significance of the Experience 
for Burma’s Further 
Economic Development 


After summarizing the highlights and appraising the lessons of Burma’s 
development experience through i960, this chapter will attempt to apply those 
lessons to determine the policies, programs and emphases most likely to 
promote her further economic development. 

Burma’s experience in the 1950s may best be appraised by considering three 
separate and distinct phases: the A.F.P.F.L. period ending in the fall of 1958; 
the Ne Win Caretaker Government period; and the Pyidaungsu, or Union 
Government, period, which began with U Nu’s return to office in April i960. 

THE A.F.P.F.L. PERIOD 

The A.F.P.F.L. Government started out with high hopes, and enthusiasm. 
It had faith that planning was the road to welfare, that investment would 
automatically result in greater production and productivity and that it had 
only to formulate plans and engage experts to stake out the path. Industriali¬ 
zation, it believed, was the main avenue to progress, nationalization would 
hasten progress and insure social justice, and Burmanization would see to it 
that the fruits of progress were channeled to Burmese nationals and control of 
the economy was transferred completely to Burmese hands. If these views 
were not shared universally, or held as strongly by all the social and economic 
groups within the nation as they were within the A.F.P.F.L. Government it¬ 
self, they commanded cither overt assent or, at least, passive acceptance on the 
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part of the public. The only effective opposition was the challenge of the 
armed insurrectionists to the Government itself. 

Soon after embarking upon its development program, the A.F.P.F.L. Gov¬ 
ernment ran into serious foreign exchange difficulties, domestic inflation, 
administrative and managerial difficulties, party problems and conflicts and, 
finally, political crisis. These troubles were aggravated by continued insur¬ 
rection, the weakness of the civil service, shortages of technically trained 
personnel, conflicting policies, outmoded, overloaded and overcentralized 
public administration, the lack of the necessary determination and tough¬ 
ness, the leaders’ own inexperience in practical affairs, and many other cul¬ 
tural attitudes and values inimical to the development goal. More serious per¬ 
haps than any of these were the absence of effective delegation of authority 
and responsibility and the pernicious subversion of the public administration 
by an irresponsible party machine which abused that administration for its 
own political and personal ends. 

In spite of these difficulties and weaknesses, the A.F.P.F.L. Government 
actually accomplished a great deal. A long-term development program was 
planned, introduced and, in good part, implemented. Total output was in¬ 
creased on an average of 5 per cent per year, per capita output by some 4 per 
cent per year. Agricultural acreage and output were substantially increased, 
forestry and mining partly restored, transportation and communications 
largely rehabilitated, new electric power and new industries developed and 
new schools, hospitals and public housing built. The Government survived 
continued insurrection, drastic declines in the price of rice and damaging mis¬ 
takes in barter sales and many other fields; it adjusted its program, contained 
inflation and maintained a reasonable degree of economic stability. These 
were significant accomplishments. However, in succumbing to anti-foreign- 
ism and other pernicious economic policies, in failing to separate the public 
administration from political bossism and nepotism and to establish discipline, 
responsibility and standards of hard work and sacrifice among civil servants 
and the citizenry at large, it failed also to achieve the degree of success which 
it could and should have reached. It was the failure to achieve what was prac¬ 
ticable under the circumstances, rather than the failure to achieve at all, that 
was the real measure of the failure of the A.F.P.F.L. leadership. 

For the essential failure was in the leadership. Even the best among them 
were too often characterized by indecision, by lack of critical acumen, by the 
desire for unanimity and the wish to avoid conflict, even when doing so 
meant knuckling down to undisciplined employee groups, demonstrators, 
troublemakers or insurgents. The rest of the party leadership was character¬ 
ized by lack of interest and sloth (so far as their public responsibilities were 
concerned), by nepotism and self-aggrandizement, by a lack of political and 
moral courage, by vested interest in continued disorder and corruption and 
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by deals and understandings with bully-boys in the districts. And the entire 
leadership was guilty of a terrible ineptitude in administration. 

Underlying these defects and the basic errors of the leadership in planning, 
programing, policy and implementation were a number of misconceptions 
and illusions. 1 hese included the beliefs, quite generally held, that inde¬ 
pendence, throwing off of the imperialists’ yoke, would automatically usher 
in a golden age; that development was an easy process, quickly and pain¬ 
lessly achievable, in which plans, by some miraculous process, became trans¬ 
muted into actuality; that development was equated with nationalization and 
industrialization; that the private sector was unreliable, incapable or both; 
that the Government could and should initiate and carry out all significant 
economic projects; that sloth, inefficiency, nepotism and graft in government 
had no connection with development or economic growth; that tenure in 
office warranted the use of office to perpetuate the tenure; that postponement 
of decisions neither hurt society nor resulted in significant social costs; that 
Government orders needed to be related only to their objectives and not to 
their practicality; that minorities could be discriminated against without 
damage to the economy; that administrative systems adeejuate to the limited 
functions of a colonial government were adequate also to deal with the 
greatly expanded functions of a welfare society; that avoidable errors could be 
condoned as “teething troubles”; that civil servants, though entrusted with 
important tasks, did not need to be adequately paid, and, though technically 
untrained, could handle highly technical jobs; that bonuses, subsidies and 
non-repayable loans could be handed out in large amounts to large groups 
without affecting others or the general welfare; and, even among the most 
sophisticated, the belief that what was suitable and desirable for Burma by 
way of equipment or technique was the latest, the best and the most costly 
which advanced economic societies had developed. 

If these were some of the misconceptions which underlay the weaknesses 
of the A.F.P.F.L. Government, it was the lack of a responsible and critical 
opposition which permitted these weaknesses to persist without effective 
check or correction. Neither within the A.F.P.F.L. nor outside it — not in the 
Parliament, the press or organized groups within the law-abiding society — 
was criticism expressed forcefully enough to make the A.F.P.F.L. pause and 
review the fundamentals. Nor could the economic consultants, close to the 
Government though they were, go far beyond their province and analyze 
what was at the root of the matter — the incapacity of the leadership that em¬ 
ployed them to recognize and discharge its responsibilities. Of the leadership, 
it was Prime Minister U Nu who came closest to appreciating these realities.^ 

I. This recognition was best stated at the time in his September 1957 “marathon” address 
to the Parliament, which has been summarized in Chapter 13 and a section of which is re¬ 
produced in Appendix I. 
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THE NE WIN CARETAKER GOVERNMENT 

The advent of the Caretaker or Military Government is commonly attrib¬ 
uted to the split in the A.F.P.F.L., the threats of v^idesprcad civil strife 
which followed that split and to fears that U Nu’s post-split “Clean” 
A.F.P.F.L. would be swayed by its dependence on N.U.F. support to make 
dangerous concessions to the Communists. This is a superficial interpretation; 
it ignores the underlying cause — namely, the increasing recognition within 
the country of the failure of the A.F.P.F.L. leadership, the increasing im¬ 
patience with its excuses, and the growing disbelief in its promises that the 
errors of the past would be corrected. Among members of the military elite, 
this disillusion and cynicism had gone as far as complete disgust. Their con¬ 
cealed political take-over expressed their refusal to tolerate any longer the 
“mess” the politicians had created and their determination to clean it up. For 
the military men this meant primarily the establishment of law and order, the 
imposition of social discipline and the elimination of inefficiency in public 
administration and public enterprises. It meant, also, the elimination of 
profiteering in the private sector. Evasion and temporizing on issues, they 
were determined, would be replaced by crisp decision; political abuse of the 
public administration would be liquidated; nepotism and incompetence 
would be ended; drift would be replaced by drive, lack of interest by zeal. 
Above all, respect for authority, so sadly lacking under the previous Govern¬ 
ment, would be impressed upon all individuals and groups in the community. 

If the measures taken by the military, and especially the manner in which 
they were carried out, seemed somewhat extreme, the wonder is perhaps that 
they were not even more so. The challenge to patriotism and to the sense of 
responsibility and order was so great that it would have served to explain, if 
not to justify, actions far more extreme than those actually taken by the Ne 
Win Government. Indeed, the fact that the Military Government came to 
power and the nature of its subsequent program and actions constitute in 
themselves an historical commentary and critique of the A.F.P.F.L. Gov¬ 
ernment. 

As the Caretaker Government proceeded to carry out its self-appointed, 
yet objectively necessary, mission, the initial reactions of the country were al¬ 
most universally those of satisfaction and relief. There were adverse reactions 
from individuals and groups whose interests were affected, to be sure — from 
traders whose warehouses were sealed and whose books of account were 
seized for inspection; from citizens who were required to open their safe- 
deposit boxes so that a search might be made for illegally held foreign ex¬ 
change; from the pony-cart drivers ordered off the streets of Rangoon; from 
the squatters peremptorily ordered to dismantle their basha huts and move to 
the new satellite towns outside the capital city; and from civil servants irked 
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by the new discipline imposed by the military officers who had taken charge 
of the departments and public corporations. Even more significant than these 
grievances was the fact that the people seemed afraid to voice them, except in 
close confidence and with furtive looks over their shoulders. Nor did the press 
venture to criticize the new dispensation. By and large, the country recog¬ 
nized how important and constructive a job the military were doing. But the 
authority and the discipline went too far, particularly in the districts, where 
junior officers sadly abused their authority. Certainly it went too far for con¬ 
tinued acceptance by the Burmese, whose culture was geared to tolerance 
rather than to discipline. As the months went by, the country became in¬ 
creasingly restive. Just as an almost perceptible sigh of relief had gone up 
shortly after the advent of the Caretaker Government, so did a comparable 
sigh of relief go up when it became clear, late in 1959, that general elections 
would again be held and that there would soon be a return to civilian govern¬ 
ment. 

THE PYIDAUNGSU GOVERNMENT 

When U Nu and his Pyidaungsu Party were returned with an overwhelm¬ 
ing majority in the February elections, the important question was what he 
and his colleagues had learned from the experience of the past. Did U Nu re¬ 
call those lessons in the same terms he had stated them in September 1957? 
Had he learned even more from the A.F.P.F.L. crisis and split, the military 
take-over and the eighteen months of the Caretaker Government ? To what 
extent was his reading of these experiences matched by those of his colleagues 
and of his party? Would the policies, plans, programs and conduct of the 
new Government be based squarely on these lessons of the past and shaped to 
correct the inadequacies ? 

During the first year of the Caretaker Government’s tenure, U Nu pon¬ 
dered deeply over the lessons of the past. In these reflections he went far be¬ 
yond the economic and administrative errors on which he had concentrated 
in his September 1957 speech. He had always been given to periods of medita¬ 
tion, particularly when he did not feel the burdens of office were pressing. 
Now, partly because he was searching for the deeper meanings of the previous 
experience, partly because the Military Government was being cavalier with 
civil rights and was relying, in major degree, on fear to carry through its re¬ 
form program, and perhaps partly because of a brutally frank analysis of the 
past conduct of the A.F.P.F.L. made to him by a respected advisor,^ U Nu 

2. That analysis, in a letter dated February 13, 1959, had closed with the following words: 

"I could go on and on with this — but to what purpose? What this all boils down to, in my 
mind, is that the Party leadership was inadequate to its responsibilities, and to its opportunities. 

I raise again the question — what has the Party leadership, of hoik A.F.P.F.L. groups, learned 
from its debacle in the last few months? What promise can it hold out to the country for better 
performance in the future? 

“As I write this, on February 13, the Parliament is again in session. Perhaps before this letter 
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now came to the conclusion that the fundamental reason for the failures of 
the A.F.P.F.L. period had been that the parly and the country had neither 
understood nor effectively practiced democracy. 

The essence of U Nu’s thinking at this time is expressed in three remark¬ 
able statements — “We Must Defend Democracy,” a speech delivered on 
June 5, 1959; “The Pyidaungsu Policy” (the role of the party, the opposition 
and the civil service), a speech delivered to the Supreme Council of the 
“Clean” A.F.P.F.L. on September 26, 1959; and his speech to the Parliament 
on April 5, i960, when he again assumed leadership of the Government. In 
these speeches, U Nu strove to educate his party and the country regarding the 
real nature and meaning of the democratic way of life; to show how the 
failure to practice democracy within the A.F.P.F.L. and the Parliament and in 
relation to the civil service had been responsible for the errors of the past; and 
to lay out a program of corrective action. 

The A.F.P.F.L., he declared, had erred grievously in the past by interfering 
with the operation of the Government’s administrative machinery, by stifling 
the parliamentary opposition and by subverting the independence of the civil 
service. Moreover, the A.F.P.F.L. had not practiced democracy within its own 
organization. Instead of a leadership based on free choice from the bottom 
up, leadership and policy had been imposed on the membership from the top 
down. In the economic sphere, he held, policies and programs had been un- 
dcmocratically arrived at on the initiative of a few leaders, without adequate 
consultation either within or outside the party. Economic policies had been 
used to entrench the party’s position. State participation in economic activity 
had been undertaken without awareness of the limitations of a democratic 
government. 

On behalf of the new Government, the Prime Minister pledged that these 
errors would be corrected. The Pyidaungsu Parly would be reorganized to 
insure internal democracy. The party would scrupulously respect the rights 
of the opposition, and encourage it to make a responsible and constructive 
contribution. The party would carefully refrain from encroaching upon the 
administrative machinery and operations of government. Every major prob¬ 
lem would be submitted for examination and discussion with everyone con¬ 
cerned. The independent role of the civil service would be respected, so that it 
could function as an objective and disciplined service and serve as an effective 
instrument for the promotion of democratic ideals. Full provision would be 
made for its rights and privileges. Above all, there would be complete ad¬ 
herence to the rule of law. 

is delivered to you, the decision vi^ill already have been made on whether to continue the life of 
the Caretaker Government, or to hold general elections. If extension of the life of the present 
Government would help or inspire or even force the major A.F.P.F.L. groups to seek to learn 
from the lessons of the past, and to reform themselves, in every way, so that they could do a 
much better job in future, it might prove a blessing to the future of the country.” 
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With regard to economic policy, the Government’s principal objective 
would continue to be promotion of the welfare of the masses. While U Nu 
affirmed that the Government would still have to participate actively and 
directly in economic development, he stressed that “We must at the same time 
recognize that there are definite limitations under which a [d<*mocraticJ gov¬ 
ernment must operate, and that failure to recognize these limitations in¬ 
evitably leads to frustration, and to the defeat of the objective itself.He saw 
these limitations chiefly in the absence of a civil service with the strength and 
ability needed to run state enterprises on an extensive scale. 

Our policy must therefore be fhc continued], one of gradual withdrawal of the 
State from economic activity until its scope becomes narrow enough for our avail¬ 
able man-power resources to handle it with efficiency, or, alternatively, to 
strengthen our civil service to the required extent. In concrete terms, we propose 
during the next four years that wc shall be in power not to embark on any new 
State enterprise without paying s})ecilic attention to the limiting factors I have 
described above, and, in particular, not to nationalize any existing industry or en¬ 
terprise which is in private hands. Wc propose accordingly to hand back to pri¬ 
vate enterprise such of the existing Stale enterprises and organizations as after due 
enquiry appear to be incapable of efficient operation by State agencies. 

The new Four-Year Development Plan, U Nu also declared, would give 
due consideration to such factors as the proper balance between agriculture 
and industry, the extent of direct Government participation in the economy, 
protection of the interests of peasants and workers, the ultimate direction of 
all economic activity to Burmese nationals and the prudent utilization of 
available resources. The plan would have to provide full economic security for 
the people, be in full harmony with the resources and talent available and 
safeguard the people against profiteering. It would have to free national 
traders and business men from the domination of foreigners, safeguard the 
economy against all kinds of smuggling (including smuggling of foreign 
exchange) and also safeguard it against the use of economic activity for the 
aggrandizement of the party or the personal advantage of politicians. When 
drawn up, the plan would be submitted for critical appraisal to all groups and 
interests concerned. 

Whereas U Nu, in September 1957, had read the errors of the previous 
years primarily in economic and administrative terms, he had by now probed 
to a deeper level of assessment, inquiring not only into what the overt errors 
had been but also into why these errors were made, and had come up with a 
political answer. In stressing the undemocratic nature of the party, both in¬ 
ternally and within the Government, and the improper influence exerted by 
the party upon the machinery of government and the need for an independ- 


3. Address to the Parliament, April 5, i960. 
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ent, efficient civil service, he had arrived at fundamentals of the greatest im> 
portance. In recognizing also that the Government had undertaken economic 
activities far beyond its management capacities, he had again pointed to one 
of the major elements responsible for poor implementation and administra¬ 
tion in the past. There were, however, certain important weaknesses in his 
appraisal, in terms both of what he said and what he failed to say. 

One major weakness arose out of U Nu’s misreading of the essential 
nature of Western democracy and the democratic process. In U Nu’s view 
this takes on a strangely passive and almost Buddhist complexion. Examine 
this excerpt from his statement to the Parliament of April 5, i960: “We shall 
henceforth base all our decisions and actions in the economic sphere on 
thorough discussion and consultation with all interests concerned, irrespec¬ 
tive of whether they arc members of our Party or not. We shall endeavor to be 
guided as completely as possible by the democratic principles of discussion, 
consultation and compromise.” 

The democratic process surely requires thorough discussion and consulta¬ 
tion. It requires compromise, however, only to the extent necessary to insure 
majority supf)ort. Granted a majority, there is no democratic requirement 
which would prevent the majority from making well-considered decisions 
after a thorough hearing of opposition views, even if the minority is un¬ 
alterably opposed to the course of action decided on. The only exceptions to 
this are decisions which would violate the fundamental rights of the individ¬ 
uals or groups concerned. In U Nu’s understanding, the democratic process 
would seem to require virtual unanimity prior to major decision or action. 
Such an interpretation would emasculate the democratic process of its dynam¬ 
ics and render it impotent. 

With respect to economic policy and the new Four-Year Development 
Plan, there is no need to quibble with most of the generalities stated. If they 
would not help much, neither would they do much harm. However, the 
statements about the freeing of national traders and business men from the 
domination of foreigners, the ultimate direction of all economic activity to 
Burmese nationals and the safeguarding of the economy against all kinds of 
smuggling make it clear that U Nu had still not recognized the pernicious 
effects of Burmanization policy. 

Among the notable omissions from this latest appraisal of the lessons of the 
past was recognition of the need for a cabinet composed of the most able 
people available and free of party hacks; of the crucial importance of de¬ 
centralization and delegation of authority and responsibility in public ad¬ 
ministration; of the need to eliminate substantial waste in the economy; of 
the need to improve in every reasonable way the climate for private invest¬ 
ment and to adopt other constructive economic policies; of the need to elimi¬ 
nate special favors and subsidies to special interest groups, to impose greater fi- 
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nancial responsibility on local governmental bodies for meeting local needs in 
education, water supply, and the like, and to improve tax enforcement; of the 
need to strengthen domestic finance generally, and to recognize that, in a coun¬ 
try comprised mostly of the poor. Government finance could not be adequate 
unless the poor also contributed; and of the need to energize all forces in the 
nation to contribute to the fullest extent possible to further development. 
There was no real recognition of the significant possibilities of guiding 
and controlling the economy by indirect measures, as against direct controls 
and intervention. Neither did U Nu call attention to the static rice export 
surplus which, in the absence of sharp upward growth, would shackle future 
attempts to promote economic development. 

If these distortions and omissions were important, acceptance and future 
application of the valid points was equally so. More than once in the past, 
admissions of previous errors had been made. They had, similarly, been ac¬ 
companied by promises to correct them. These promises had not been ful¬ 
filled, because U Nu had turned his attention to other matters, because he left 
the fulfillment to others or because he simply did not know how to translate 
intention into actuality. A further question now was whether his colleagues 
and his party fully understood the positions he had taken and would do more 
than accept them passively. (On this point it is interesting to note that one of 
the ablest ministers in the new Pyidaungsu Government, who is also one of 
U Nu’s warmest supporters, displayed unawareness, as of February 1961, of 
some of the major jiolicy positions taken in the April i960 address to the 
Parliament.) The answers to these questions are at least partly discernible 
in the record of the Pyidaungsu Party’s first ten months in office, from April 
i960 through January 1961. 

THE FIRST TEN MONTHS OF THE PYIDAUNGSU GOVERNMENT 

Despite the Pyidaungsu Party’s overwhelming victory at the polls — a 
victory based on U Nu’s tremendous personal popularity, on widespread 
antipathy to the military regime and on certain campaign promises U Nu had 
made^ — the Pyidaungsu Government was not entirely free to govern as it 
wished. The army had made it quite clear that it would watch developments 
carefully to insure that there was no significant backsliding which would 
undo its achievements and, in its view, endanger the nation. Moreover, within 
the military elite, there was a powerful group of men who were convinced it 
had been a mistake to permit a civilian Government to return, and who 
hoped for an opportunity to convince their colleagues that this was the case. 
In this setting, it was necessary for the new Government to move with cir¬ 
cumspection. 

4. These included pledges to make Buddhism the state religion and to create new Arakan and 
and Mon States within the Union, if the Arakanese and Mons so desired. 
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On the positive side, the Pyidaungsu Party proceeded to tackle the internal 
reform for which U Nii had called. This involved, essentially, a series of party 
elections beginning at the village level and proceeding upward through the 
townships and the districts to the party’s top governing council. But, although 
the party had presumably accepted U Nu’s demand for reform, this accept¬ 
ance was far from universal. A basic conflict soon developed within the party. 
While this was initially described by the press as a conflict between the 
“Educated” and the “Noneducated” leaders, and later as one between the 
“U’s” and the “Bo’s” on the one hand and the “Thakins” on the other,it 
was, essentially, a fight between those determined to clean up and democratize 
the party and the Old Guard opposed to reform. U Win, former Ambassador 
to the United States, Bo Hmu Aung, former Speaker of the House, and Bo 
Min Gaung, one of the more vigorous ministers in the old A.F.P.F.L. days, 
led the reform group. Thakin Kyaw Dun, who had been so important an 
issue in the 1958 A.F.P.F.L. split, was presumably the leader of the Old 
Guard in this fight. Oddly, though U Nu had spearheaded the demand for 
reform and had been instrumental in bringing a number of former civil 
servants into the party to infuse new blood,^ he now appeared to take a 
neutral position above the battle. Similarly, U Raschid, who might have been 
expected to align himself with the reformers, and Thakin Tin, who might 
have been expected to align himself with the Old Guard, both affected neu¬ 
trality. As the months went by, the reformers scored a number of notable 
victories. It appeared that, at best, the Old Guard would succeed only in 
executing a delaying action. 

Also on the constructive side, progress was made in building up the role 
of the opposition. The leader of the opposition was given salary status to 
enable him to devote full time to political activity. U Nu re-established per¬ 
sonal contacts with U Ba Swe, U Kyaw Nycin and other A.F.P.F.L. and 
N.U.F. leaders. They were consulted on many problems, both centrally and 
in the districts. Representation was accorded to opposition leaders on im¬ 
portant committees. With respect to the civil service, the strictures laid down 
by U Nu seemed to have good effect. Politicians were careful to avoid any 
overt appearance of interference with civil servants in the independent exe¬ 
cution of their jobs. 

Less positive was a step taken in pursuance of the Prime Minister’s new 
faith in consultation. The Government set up a group of elder statesmen — 
the so-called “Five Wise Men” — to advise it on important issues. Referred to 
this body were the questions of Buddhism as a state religion and the creation 

5. Based on the honorifics with which they were addressed, “U” simply meant “uncle”; “Bo” 
meant “officer,” and was still used by many former freedom fighters; and “Thakin” meant 
“master,” and was the address assumed in the 1930s by those who wished to declare their 
determination to be masters in their own land. 

6. Among tliese, the best known were U Chan Tha, former head of the U Chit Pc, 

former Secretary of Agriculture; and U Tin U, onetime Director-General of the A.R.D.C. 
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of the proposed Arakanesc and Mon States. Its advice was also sought on 
other questions, some quite trivial in nature. Indeed, it appeared to some 
that matters were referred to the “Five Wise Men” so that the Cabinet could 
avoid responsibility for decision and action. 

The Public Administration Commission, set up and sent on a study tour 
around the world, struck many as another device for avoiding decision. 
Previous commissions and foreign experts had provided the Government 
with ample basis for action to improve the public administration, if action 
were its object. Under the circumstances, the appointment of still another 
study commission did not appear to be necessary. 

Other actions and omissions by the new Government were even more 
negative in character. While U Nu, following General Ne Win's example, 
set up a small Cabinet allocating three or more portfolios to most ministers, 
he did not select outstandingly able people for it. As in the past, party 
seniority and status seemed to be the governing factor in the selection of 
ministers and the allocation of posts. The result was disappointing. The Gov¬ 
ernment’s first act upon taking office was to reinstitute the ban on cattle 
slaughter. This promjnly forced up the prices of fish, poultry and mutton in 
the market place. The new Government also undercut efforts to strengthen 
admission standards at the University (which caused Dr. Hla Myint, the 
Rector, to resign), deferred execution of an order which would have separated 
some thousands of unqualified civil servants from public employment, and 
raised the purchase price of sugar cane paid by the Government sugar mills 
to an uneconomic level once again. It also permitted the re-registration of a 
number of bogus importers whose registrations had been revoked by the Ne 
Win Government, and allowed the recently achieved standards of cleanliness 
and sanitation in Rangoon to deteriorate. Further, pending formulation of a 
new Four-Year Plan, the Government imposed a slowdown on the rate of 
development spending from that provided in the 1960-61 budget enacted by 
the previous Government. 

The lack of a dynamic sense of purpose was evident on a number of other 
fronts. Work on the Four-Year Plan proceeded at staff level without effective 
policy guidance from above. While the staff planning envisaged a continua¬ 
tion of approximately the same levels of public capital spending as had pre¬ 
vailed since 1955-56, it continued to place the same degree of overreliance on 
foreign resources — 60 per cent, inclusive of reparations — as it had before. 
This also cast doubt on the seriousness of the approach to improvement. 
Operation of the government-owned factories was still distressingly weak. 
The jute mill was employing two full shifts to get little more than one-shift 
production. Maintenance at the cotton mill was poor,^ and an important part 
of the mill’s output could not be sold because it was not competitively priced. 

7. An important factor here was the difficulty in procuring? spare parts from China, which had 
built the extension to the original mill. 
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The steel mill, with a capacity of 20,000 product tons, had produced only 
6,000 product tons the previous year, and, as of February 1961, was pouring 
slab and ingot but producing (in part for temporary reasons) no finished 
products at all. The sugar mills were producing at about 50 to 60 per cent of 
their capacity, and the planners were talking about the need for a new sugar 
mill to make up this production deficiency. In spite of these continued weak¬ 
nesses, no steps had yet been taken, in accordance with the policy statement, 
to turn these industries over to private ownership or management. 

Utilization of the major portion of the $25 million U. S. development loan 
— the implementation of which had been slowed down by the Ne Win Gov¬ 
ernment— still lagged. The Government was seemingly unaware of the 
vital importance of the failure of the agricultural program to achieve in¬ 
creases in the rice export surplus. Nor did the Government take action to 
improve rice milling and sawmilling facilities, expedite non-rice agricultural 
programs, stimulate mining, expand low-cost agricultural credit, establish 
the long-awaited and badly needed industrial development bank for which 
budgetary provision had been made, or in any other significant way provide 
incentives to the private sector. For these and similar reasons it appeared that 
the economy had entered upon a period of pronounced stagnation. 

The most dynamic element in the economy was the Defense Services Insti¬ 
tute of the army (the D.S.I.), which, under General Ne Win, had developed, 
on its own initiative and with virtually no assistance from the Government 
other than a small initial loan and the services of a number of military officers, 
enterprises in the fields of banking, ocean shipping, construction, trading, 
coal and coke purveying, bus and taxi fleet operation, shoe manufacturing 
and many others, including department store operation. Brigadier Aung 
Gyi was the driving force behind the D.S.I. activity. While the D.S.I. bank 
was favored by deposits from army personnel and the department store was 
liberally treated in the issue of import licenses, the secret of the D.S.I.’s suc¬ 
cessful commercial operations was simple. The organization simply hired 
capable managers — in the case of the department store these were the experi¬ 
enced Englishmen who had been in charge of the business before, and in the 
case of the bank, the shipping line and the construction company, they were 
experienced Israelis — and clearly delegated to these managers the responsi¬ 
bility for running the enterprises. 

It was not clear whether the military wanted to establish bench marks of 
initiative and efficiency for other Government enterprises and for the private 
sector, to play a major role in Burma’s further economic development, or to 
provide rewarding post-retirement occupations for its personnel in the future. 
Nor was it clear whether U Nu was “going along” with the D.S.I. because he 
wanted to harness the army’s drive and energy for economic development 
and to provide models for other Government agencies and the private sector 
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or because he was trying to insure that this powerful army group, headed by 
Brigadier Aung Gyi, would oppose Brigadier Maung Maung and others in¬ 
tent on taking over the reins of Government once again. It may be that the 
motivations on both sides were mixed. As of February 1961, two facts were 
unmistakably clear, however. First, the delegation of authority and responsi¬ 
bility to experienced managers was working effectively for the D.S.I.; second, 
the Government had not even recognized the possibility that this same prin¬ 
ciple might be applied usefully to other public enterprises. 

Apparently on the initiative of Brigadier Aung Gyi, negotiations were 
undertaken with People’s China looking toward a substantial credit for eco¬ 
nomic development. When, early in January 1961, the Government, upon 
signing the long-awaited border settlement with People’s China, simultane¬ 
ously concluded an agreement for a Chinese credit equivalent to million 
sterling ($84 million), it seemed to be tacitly understood that the D.S.I. 
would execute a number of projects under this loan. Among those mentioned 
were a paper mill, a fertilizer plant, a new cement factory, an additional sugar 
mill and another cotton textile mill. Shortly thereafter, however, it was indi¬ 
cated that the Government would form a new economic development corpo¬ 
ration, which would absorb the existing commercial activities of the D.S.I. 
and execute any new projects the D.S.I. might have undertaken. The officers 
who would staff the new corporation would presumably take leave or retire 
from the army and operate as civilians. 

If utilization of the Chinese loan for the construction of new state-owned 
industries was inconsistent with the statements made in the Pyidaungsu pol¬ 
icy speech and in the April 1960 address to the Parliament, this was only what 
might have been expected — that political considerations, as before, would 
override economic and administrative considerations. (It could, of course, be 
argued alternatively that U Nu viewed the military as a special case, to which 
the questions of competency and administrative ability which he recognized 
as limiting factors affecting the remainder of the civil service did not apply.) 

This brief account of the first ten months of the Pyidaungsu Government 
in office cannot adequately answer the major problem posed, namely, 
whether Burma’s political leaders had learned enough from the mistakes of 
the 1950S to lead Burma reasonably well in the development effort. It was very 
much to be doubted, however, whether their desire for development had 
ever been strong enough to meet the price that development demanded in 
tough, determined effort and in the degree to which conflicting desires for 
Burmanization, for nationalization and for taking the easier rather than the 
harder road would have to be accommodated to the development goal. It 
was also doubtful whether the experience of the 1950s had enabled the leaders 
to appreciate the full price even now. In the absence of that appreciation, they 
were still unable, consciously and intelligently, to make the necessary choices 
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— to determine whether they wanted the maximum possible development in 
the shortest possible time or limited growth combined with the comfort that 
would come with continued indulgence of their prejudices and less than all- 
out effort. Some of the important lessons of the past, it appeared, had been 
learned only too well; others appeared not to have been learned at all. 

Yet the margin for error which had existed early in the 1950s had been 
greatly reduced. The confidence of the citizenry had been seriously shaken. 
The liquid savings accumulated during the period of high post-war prices 
were gone. And a new failure might see a new, and this time more perma¬ 
nent, military take over, with unforeseeable consequences for the future of 
democratic government. 

THE ESSENTIALS OF A PROGRAM FOR 
BURMA’S FURTHER ECONOMIC DEVELOPMENT 

The projects most strategic and essential to Burma’s further economic de¬ 
velopment arc relatively few in number. They would make up the core of 
any rational investment program. 

The most important single job to be done is to achieve once again the 
pre-World War II level of rice exports. Since domestic consumption has 
grown by about one million tons in the interim, this involves considerably 
more than the restoration of pre-war paddy acreage. It involves also cither a 
substantial addition to pre-war acreage, or an equivalent increase in yields 
per acre, or a combination of both. The importance of this task cannot be 
overestimated. In the absence of substantial progress on this front, Burma 
simply cannot achieve continued economic growth on a self-sustaining basis. 

Of almost equal importance is modernization of the country’s antiquated 
and inefficient rice mills, so that the paddy crop can be milled to the grades 
desired in various markets and command better prices. 

The cotton, groundnut, sugar cane, jute, livestock and various other pro¬ 
duction programs undertaken a decade ago (including plantation crops) still 
await effective implementation. Basic to these are improved programs for 
agricultural research, experimental and demonstration farms and farm exten¬ 
sion services. A large-scale fisheries program is also needed. 

In forestry, renovation and expansion of the teak sawmills is the step most 
urgently required. 

In mining, a comprehensive and definitive resource survey should be carried 
out. 

In industry, the creation of an industrial development bank to help finance 
modernization, expansion and new investment by the private sector is the key 
strategic project. 

Completion of the rehabilitation of transport and communications, espe¬ 
cially of the highways, the construction of farm-to-market and special access 
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roads, additional transmission and distribution facilities for electric power, 
additional facilities for training doctors, nurses, teachers and for training in 
various technical, commercial and administrative skills, and a large-scale, 
low-cost, non-subsidized housing program more or less round out the list of 
essential projects. The specialized training facilities which exist should be 
used much more intensively, on at least a two-shift basis. 

More important than these or any other investment program, and basic to 
them, are improvements needed in the processes and functioning of the Gov¬ 
ernment itself, in the quality of the public administration, in the essential 
services provided to the public, in the management of the public enterprises, 
in the economic policies, and in the degree of public support accorded the 
program. In the absence of such improvements, no substantial program for 
further economic development could be effectively carried out, or have the 
effect desired. In fact, no program for further economic development could 
be very significant unless it were specifically aimed at such objectives, and 
made appropriate provisions for achieving them. 

Basic to any attempt to achieve better government must be a general aware¬ 
ness, at all levels of Government and among all social groups, that achieve¬ 
ment of the goals of peace, democracy, prosperity and welfare demand of 
every individual patriotic effort, hard work, a sense of obligation and respon¬ 
sibility, and devotion to a common cause. Such an awareness can be generated 
only in time, as the Government demonstrably improves itself and inspires 
confidence, respect and emulation. 

Within such a context, the suppression of remaining pockets of insurrec¬ 
tion and the final establishment of law and stability throughout the country¬ 
side is a first requisite. Reform within the Pyidaungsu Party, full observance 
of the rights of the opposition, separation of the dominant party from the 
public administration and the independence of the civil service — the steps 
stressed by U Nu in April 1960 — are important, but do not go far enough. 
The Government must also eliminate party hacks and make room at the top 
for a new order of leaders, including outstanding civil servants and the most 
able and dedicated of the military elite.^ The Parliament must be made a 
much more effective institution, sitting most of the year rather than for a few 
weeks only. It must expose proposed legislation to criticism at public hearings 
and challenge the policies and operation of the Government. The colonial- 
type local administration must be replaced by responsible local and district 
self-government. 

To improve public administration, effective decentralization and delegation 
of authority and responsibility must be introduced, starting at the very top. 


8 - The Constitution has enough flexibility to provide room in the Cabinet, on a icmp)orary 
basis, for non-parliamentarians. Their continued participation in the Government could be 
assured by persuading such men to stand for the Parliament in by-elections. 
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The post of Deputy Prime Minister for National Economy should be revived, 
and an outstandingly able man appointed to it, armed with broad authority 
to supervise program development and execution. Ministers should be made 
fully responsible for operations within their spheres. The public boards and 
corporations need to be given full authority and responsibility for conducting 
their affairs in a businesslike way, subject only to broad Government policy 
review. Qualified representatives of the public should have at least minority 
membership on all boards of directors of such enterprises. Delegation of 
authority should proceed downward from these topmost levels all along the 
line. In particular, boards of directors should delegate responsibility for day- 
to-day operations to their chief executive officers. Such delegations, at all levels, 
must be accompanied by adequate periodic review and appraisal. The mainte¬ 
nance of adequate and timely commercial accounts should be insisted upon as 
indispensable to improved management in the public enterprises. 

The power of financial sanctions by the Ministry of Finance should be 
curbed drastically, and much higher standards of budget preparation and 
review substituted for it. 

To strengthen the civil service, higher standards of selection and recogni¬ 
tion of merit in the promotion process need to be stressed. Adequate pay 
scales should be established, accompanied by a reorganization of offices and 
procedures and by a wholesale letting out of the incompetent, the indolent and 
the unessential, a move which would offset the salary increases. 

In combination, improved public administration and a strengthened civil 
service would improve the essential services rendered to the public and, by 
reducing costs and increasing revenues in the far-flung public enterprises, 
mobilize resources for development. 

In the field of economic policy, the Government should denationalize all 
existing activities for which a clear case for continued governmental opera¬ 
tion cannot be made on the grounds of high public policy and efficiency. 
This would insure denationalization of the rice and timber export trade and 
of the Government-owned industrial enterprises, and result in greater effi¬ 
ciency in these activities and greater output by the economy. In particular, 
improved margins in the rice export trade would make feasible an increase 
in the price paid for paddy, and stimulate increased production of this vital 
crop. By lightening the overload presently hampering public administration, 
such denationalization would also contribute to more efficient operation in 
the spheres the Government continued to administer. 

Burmanization policy should be modified substantially. It is only natural 
and right that Burma should insist on equal opportunities and rewards for 
her own nationals, and that she should make every effort to train her own 
nationals so that they can progressively take over responsibility for the most 
important economic posts and functions. This objective can be achieved only 
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by programs appropriate to the purpose, however. It cannot be achieved by 
discriminating against other groups and individuals in favor of Burmese 
nationals. Such discrimination has adversely affected the functioning and 
growth of the economy and the interests of the general public. The joint 
venture trading corporations should be dissolved. There should be no dis¬ 
crimination in import licensing, the granting of loans or in other matters that 
involve significant relations between Government and individuals and firms. 

The Government should re-examine all existing regulations and practices 
which have occasioned complaint by private business men and firms, with an 
eye to revoking or modifying those for which a truly valid case docs not 
exist. The policy should be to encourage and assist the private sector in every 
way consistent with sound public policy and the general interest, and to con¬ 
vince potential investors that this has indeed become the policy. While the 
Government has shown that it is aware of the desirability of new foreign 
investment and has made gestures in this direction, it should now concentrate 
rather on changing those circumstances — especially in connection with for¬ 
eign exchange remittances — which have made the pre-war foreign com¬ 
panies still active in Burma reluctant to invest further, and concentrate even 
more on encouraging private domestic investment. It is clearly in this last 
category that the greatest near-future foreign investment potential lies. 

Agricultural policy should reconcile land-sharing with maximum produc¬ 
tion objectives. The outmoded land revenue structure should be overhauled, 
simplified and modernized. With tenants adequately protected as to both 
tenure and rents, land ownership per se is no longer of sufficient importance 
to warrant the disruptive displacement of tenants or the creation of farm 
units of uneconomic size. The policy of inefficient Government operation of 
tractors for custom hire should be replaced by the sale of tractors on hire- 
purchase (the installment plan) to trained operators, who would themselves 
conduct a custom-hire operation. Agricultural credit policy should aim at the 
earliest possible sound expansion of State Agricultural Bank credit at reason¬ 
able rates of interest to meet the bulk of the cultivators’ credit needs. 

Mining policy, controls and programs should be thoroughly revamped to 
encourage and assist private exploration, development, extraction and export, 
subject to proper social safeguards and controls. 

Industrial policy should give priority to divesting the Government of the 
industries it owns, through outright sale, through the sale of shares, through 
lease or through arrangement of management contracts with private firms. 
The tariff structure should be thoroughly reviewed to eliminate remaining 
vestiges of colonialism, which favored import of finished goods over import 
of raw materials and components, and to lighten the duties on production 
equipment and spare parts. The industrial development bank to be estab¬ 
lished should have appropriate financial assistance, but the majority of equity 
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finance and management control should be in private hands. Investment 
legislation should be amended to make most of its benefits automatic, if the 
investment is in approved industries, rather than available only upon approval 
by a governmental investment committee. Entry and stay permits for needed 
technicians should be made easier to obtain. The land alienation law should 
be amended to permit urban properties to be put up as security for invest¬ 
ment loans.*^ This, too, would contribute substantially to new industrial de¬ 
velopment. The provision of more agricultural credit at low rates of interest, 
as previously proposed, would also channel to industrial development a con¬ 
siderable amount of savings presently employed in high-interest agricultural 
lending. 

In the field of transport and communications, a thoroughgoing revision of 
rates, which would bring down costs and promote greater traffic volume, ap¬ 
pears to be as important as any other step needed. 

Clarification of the financial structure of the electric power system, defining 
the amount of subsidy to be granted and the interest rates to be paid, is es¬ 
sential for establishment of rational and promotional electric power rates. 

Both great needs and opportunities exist in the field of housing. The policy 
here should be to provide incentives in the form of low-cost loans and tax 
abatements to private builders who construct private dwellings of approved 
design, standards and cost which they can profitably sell or rent on a non- 
subsidized basis. 

Whereas the welfare-minded A.F.P.F.L. Government emphasized what it 
was doing for the people, the Ne Win Government placed more emphasis on 
what the people should do for themselves and for the country. Such an empha¬ 
sis is essential. The Government should seek to develop a maximum of public 
understanding, sympathy, participation and support for the development 
program. It should establish a nation-wide Youth Corps (in lieu of military 
service) to engage in such nation-building tasks as land clearance and drain¬ 
age, construction of irrigation canals, forest conservation, light road building, 
and work on earth dams and ponds, wells and environmental sanitation, and 
at the same time to acquire valuable work disciplines, self-respect and skills. 
The manpower, drive and technological capacities of the military should be 
utilized to the fullest possible extent, particularly in engineering projects, such 
as road, bridge and dam construction. Finally, the villagers should be stimu¬ 
lated to contribute their labor in the agricultural off-seasons to community 
projects of direct benefit to themselves — wells, ponds, drainage and irriga¬ 
tion canals, streets and community buildings and facilities. Any development 
program which does not promise direct and immediate benefits sufficient to 
enlist the energies, imagination and support of its people in these ways will 
be sadly deficient. 

9. At present, foreign banks may not take over title to real property of any description. They 
will not, therefore, make loans to Burmese nationals against such security. 
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A comprehensive development program built on such foundations — the 
projects and institutions most strategic for Burma buttressed by improved 
government, a more effective public administration, a strengthened civil serv- 
ice, constructive economic policies and widespread public participation and 
support — would produce astounding results. The rate of growth would be 
out of all proportion to the capital invested, and resemble the growth rates 
achieved by Japan and West Germany in the post-World War II period, 
rather than more typical investment-income ratios. With such a program 
Burma would reduce progressively her need for reliance on foreign aid. At 
the same time, voluntary participation by her own people would reduce the 
inflationary potential that would otherwise be generated. She would have 
shifted to the private sector the responsibility for activities it can handle more 
eflicicntly than the Government can. In so doing she would progressively 
augment the experience and capacity of the private sector, and at the same 
lime improve the attitude of the Government and its capacity to discharge 
its proper and continuing responsibilities. 



CHAPTER 34 


Significance of the Burma 
Experience for Economic 
Development in Other Countries 


For other countries that have only recently embarked, or are about to em¬ 
bark, upon economic development efforts, the Burma experience highlights 
the critical importance of a number of factors, in addition to investment, 
which are vital to effective development progress — law, order and stability; 
vigorous, dedicated and responsible leadership; realistic goals and approaches; 
honest, capable public administration; efficient implementation and manage¬ 
ment; flexible and appropriate economic policies; full utilization of the po¬ 
tential of the private sector; and widespread popular support and voluntary 
participation in development projects and programs. 

This chapter will address itself to these and to a number of related ques¬ 
tions. Because of the interrelation of the topics into which the discussion is 
organized, a certain amount of repetition will be encountered. This may be 
regarded as redundancy or as a useful restatement of thematic leitmotif, as the 
reader may prefer. Much of the discussion should be broadly applicable to 
most underdeveloped countries. Some of it, while perhaps more limited in 
application, should be especially significant for those countries — including 
a number of African countries — that share a heritage and problems similar 
in many ways to those of Burma. The discussion will have some relevance 
also for current theories and strategies of economic development. 

No attempt will be made at comprehensiveness or originality of statement. 
It is hoped, however, that at least a few fresh insights will emerge that will 
be useful to those concerned with development and development assistance 
in other countries. 
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DESIRES AND GOALS IN ECONOMIC DEVELOPMENT 

Even where, as in the Burma case, landed aristocracies or other powerful 
groups with vested interests in the status quo no longer exist, not all indi- 
viduals and groups in underdeveloped countries will participate in or identify 
themselves with the so-called “revolution of rising expectations.” The domi¬ 
nant political majority, the military elite, the civil service, the students, the 
intellectuals, the merchants, the non-agricultural producers, the artisans, the 
laborers and the cultivators — these groups will quite naturally have disparate 
interests and different attitudes toward economic development. Development 
will not mean the same thing to all of them, and differences will exist within 
as well as among these groups. The desire for development, even if dominant 
in the society, will of necessity reflect these differences. Obviously the devel¬ 
opment goals adopted are not likely to be simple, clearly purposeful or even 
consistent with each other. 

The problem of economic development would be enormously simplified, 
both for countries seeking to achieve it and for those desirous of assisting 
them, if economic growth per se were accepted as the goal.^ This, of course, 
is not possible, or even desirable. It is inevitable that development in such 
societies should be regarded as synonymous with, or closely related to, such 
other broad national objectives as greater social and economic justice, minimi¬ 
zation of the role of the foreigner in the society, increase in national power 
and prestige, industrialization, economic diversification, higher consumption 
standards, autarchy or socialism. Whatever the concepts accepted, the goal 
will be composite, not monolithic. And, more likely than not, not all of the 
elements that make up the composite goal will complement each other, or 
buttress the gro^vth objective. Some will tend to conflict with it, at least in the 
short run. 

These inconsistencies contribute to the enormous complexity of the develop¬ 
ment process, which requires not only capital, technology and know-how, 
but basic adaptations and transformations in the social structure and its 
processes, and in traditional philosophies, ethics, policies, attitudes and con¬ 
duct. Economic development takes place, therefore, only within a broad con¬ 
text of fundamental social and cultural changes which are essential com¬ 
ponents of the development process yet add their own peculiar difficulties to it. 

THE IMPORTANCE OF GOOD GOVERNMENT 

Perhaps the first major conclusion which emerges from the Burma experi¬ 
ence is the overwhelming importance of good government to economic 
development. I mean here, in the first instance, government which is good in 


I. Even the growth goal is not a simple one. Emphasis might be on the rate of growth to be 
achieved, on the absolute levels of output and consumption to be achieved, on reaching the point 
of **take-o£F,** after which self-sustained growth becomes possible, etc. 
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terms of the law and order it maintains, the social and economic justice it 
dispenses, the essential services it provides, the policies it adopts, the programs 
it pursues, the honesty and responsibility it displays and the effort it makes. 

It is necessary, however, to go beyond these stipulations. To a far greater 
extent than in more advanced democratic societies, governments in under¬ 
developed countries must take major responsibility for initiating and carrying 
through accelerated economic development. It is the government which must 
appraise the potentials, set the targets and determine the priorities. It is the 
government which must marshal the resources, select the appropriate strat¬ 
egies, stimulate and harness the energies (in the private as well as the public 
sector), clear away major obstacles and bottlenecks, insure the efficient execu¬ 
tion of its programs, provide effective supervision and review, and adapt pro¬ 
grams, policies and methods to changing circumstances. 

In view of the nature of these responsibilities, which cannot be delegated or 
evaded, it is clear that economic development cannot be successful if the gov¬ 
ernment concerned fails to cope with them seriously. 

THE IMPORTANCE OF GOOD LEADERSHIP 

It is also clear how enormous is the task which these responsibilities impose 
on the political leadership. Theirs is the ultimate responsibility for the cru¬ 
cial decisions. And the need to overcome somehow the weaknesses of their 
inheritance — inadequacies of experience, staff, organization, means, tech- 
nology and all the rest — is also theirs. How much more difficult, thus re¬ 
garded, is their task than that of the leadership in more advanced societies! 

If the leadership in an underdeveloped country inevitably lacks the experi¬ 
ence to surmount such difficulties, it must, at the very least, be sufficiently 
free from illusion and prejudice, sufficiently dedicated to the development 
objective and sufficiently determined to do what is necessary to achieve that 
objective to expose itself to advice from competent sources or staff (whether 
indigenous or foreign), consider carefully the alternatives set before it, make 
the indicated decisions and follow through with efficient execution. 

Since this is the least that reasonably effective development requires, it will 
not be surprising that development in most of the underdeveloped countries 
appears to have achieved thus far something less than success. 

THE DANGER OF ONE-PARTY DOMINATION 

A third major conclusion to be drawn from the Burma experience is the 
danger to good government which arises out of a combination of factors 
common to many underdeveloped countries, chiefly from an electorate new 
to the ways of democracy (and naive in its expectations of early and easy 
plenty), and from a virtual one (“freedom”) party domination in the political 
arena. This last factor is especially dangerous, because it means that for some 
time to come there will be no political opposition to criticize the Government’s 
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plans, programs, policies, ineptitudes, failures and abuses, and to propose alter¬ 
natives to the electorate. In such circumstances, povv^er tends to corrupt ever 
more swiftly. Perspective is lost. In the absence of accountability the sense of re¬ 
sponsibility is dissipated, nepotism and graft flourish, and party control 
entwines itself around the public administration like parasitic honeysuckle in 
an untended garden, slowly sapping and strangling what it feeds upon. 

THE IMPORTANCE OF IMPLEMENTATION 

A fourth major conclusion is that, in a practical sense, the implementation 
of economic development plans is far more important than the plans them¬ 
selves. There arc two main reasons why this is so. In the first place, while 
expert professional assistance may play a major role in the formulation of 
plans for economic development, such assistance can play only a relatively 
minor one in the execution of the plans. Implementation must remain, for the 
most part at least, the task of the country concerned. Second, provided rea¬ 
sonably good judgment is exercised in setting program goals and in esti¬ 
mating and allocating the resources likely to be available, results are bound 
to be rewarding if the plans arc eflTicicntly carried out, even though the targets, 
priorities, strategics and projects may be considerably less than ideal. On the 
other hand, no development plan, no matter how well conceived and formu¬ 
lated, can yield satisfactory results if there is serious failure in implementation. 

Here too, as in the case of the good-government concept, it is necessary to 
conceive of implementation in a broad sense. Good implementation is re¬ 
quired, of course, at the project level, as in the case of building a dam, or at 
the program level, as in the execution of a diversified program for the im¬ 
provement of a country’s agriculture or one for industrial modernization and 
expansion. This is where a{)plication of the implementation concept usually 
tends to stop. The need for effective implementation, however, goes much 
beyond this. Effective implementation is needed also in the mobilization of 
resources, in the realization of policies, in the administrative processes of 
government and in supervision and coordination of the development process 
at the very highest levels of government. Weakness in these broader aspects 
of implementation can undermine development even more seriously than can 
the faulty implementation of projects and programs themselves. In fact, it 
will be almost impossible to achieve satisfactory implementation on the proj¬ 
ect and program levels without effective implementation on these other 
fronts. 

SOME ESSENTIALS OF EFFECTIVE IMPLEMENTATION 

Good leadership, characterized by determination, integrity and dedication 
— leadership which provides an inspiring example to the civil service and to 
the country at large — is a first essential for effective implementation of a 
development program. 
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Nexi in importance perhaps only to this is the need for effective public 
administration. On the basis of the Burma experience, this is very closely 
related to the need to delegate authority and responsibility appropriately, 
from the topmost levels of governmental authority all the way down through 
the public administration and the civil service. The failure to delegate is 
responsible for wasteful delays at lower levels, for failure to use the capacities 
already existing, and for failure to develop those capacities further through 
use. The failure to delegate is also responsible, at top levels, for a top-heavy 
decision-making burden on policy-makers, who are too far removed from 
many of the questions to decide them wisely. If they reserve for themselves 
decisions that they should delegate, they do not have adequate time for the 
more important decisions which they alone can make, or time to provide 
adequate supervision, coordination and review of performance at lower 
levels. 

The practice of financial sanctions by ministries of finance is merely an¬ 
other aspect of the failure to delegate responsibility adequately, in this case for 
the expenditure of authorized funds by the agencies responsible for the oper¬ 
ations. The application of regulations and controls used for regular govern¬ 
ment departments to government agencies that conduct operations of a com¬ 
mercial nature is not appropriate, and is merely another aspect of this failure 
to delegate authority and responsibility adequately. 

In a broad and non-ideological sense, the determination of many govern¬ 
ments to undertake and execute development projects and programs which 
could more appropriately be carried out by the private sector is still another 
illustration of the failure to delegate authority adequately. Even where gov¬ 
ernments believe that activities of this kind are appropriately (by ideological 
standards) carried out under governmental auspices, practical considerations 
dictate that they should encourage private individuals and firms to take 
responsibility for them, if only to relieve excessive strains on the government’s 
limited administrative, technical and managerial manpower as much as pos¬ 
sible. 

A third essential for effective implementation is a competent civil service 
with high morale. Objective standards of selection, promotions based on merit 
as well as on seniority, reasonably adequate working conditions, tools and 
aids, freedom from political interference, high standards of performance and, 
above all, pay scales which permit appropriate living standards are prerequi¬ 
sites for such a service. In the absence of adequate pay scales, it is doubtful 
whether any program designed to improve performance and integrity in 
public administration can succeed. 

Although integrity and morale have already been mentioned in connection 
with the leadership and the civil service, the question of honesty in govern¬ 
ment is of such great importance that it should be mentioned separately. 
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Corruption not only raises the costs of projects; it also subverts the decision¬ 
making process and leads to uneconomic projects or to uneconomic designs 
or locations for projects that could be economic. At lower levels, corruption 
becomes a cost of doing business with the government, whether this involves 
the delivery of mail, police protection, clearance through customs, garbage 
removal, the booking of freight or anything else. It thus constitutes a private 
and informal system of taxation which increases costs and deters growth in 
the private sector. 

Another essential, often not fully appreciated, is reliable and timely ac¬ 
counting in public enterprises. In the absence of such accounting a society 
has no way of measuring whether output equals in[)ut, whether management 
is efficient and whether pricing and other policies are appropriate. Where the 
public sector is large and its accounts are in a deplorable state, good planning, 
good programing and good budgeting will be very difficult to achieve. 

Still another essential element in good implementation is the existence of an 
informed, responsible and critical opposition. We have already noted some 
of the consequences which may ensue when a government is not made to 
feel accountable. Another consecjuence is that such a government will tend 
not to take the public into its confidence, and will operate increasingly behind 
a veil of secrecy. In the absence of information on government activities, the 
public will have no adcc]uatc means of appraising the job the government is 
doing, and will be unable to exert informed pressures where they arc needed 
most. Governments operate best when they arc constantly aware that a chal¬ 
lenging political opposition and the public in general are looking over their 
shoulders. Countries in which one party dominates the })olitical scene, and 
which do not make a special effort to inform the public fully about their 
activities, unwittingly surrender by default a very important technique for 
improving implementation. 

Still another technique that can contribute effectively to good implementa¬ 
tion is progress reporting. No country engaged in a development program 
should neglect to install a progress reporting system appropriate to the nature 
of its activities and designed to enable it to measure and evaluate progress 
periodically, discern or anticipate bottlenecks and take the necessary remedial 
measures promptly. 

Finally, and of great importance, since a substantial contribution to devel¬ 
opment must be made by private individuals — if only in the agricultural 
sector — governments should do everything within reason to provide ap¬ 
propriate incentives for such efforts and, perhaps even more pointedly, should 
remove or minimize those obstacles which governments themselves create. 

If industrial development by the private sector is desired and long-term 
credit institutions are lacking, industrial development banks are a key stra¬ 
tegic institution for fostering private industrial investment. Where govern- 
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ments persist in undertaking industrial enterprises under their own auspices, 
joint ventures with private partners and appropriate management arrange¬ 
ments with private firms will vastly increase the prospects for efficient con¬ 
struction and operation. 

THE IMPORTANCE OF ECONOMIC POLICY 

Through the exercise, or lack of exercise, of its powers over economic pol¬ 
icy, a government can be positive, negative or neutral regarding consump¬ 
tion, savings, investment, production and trade. It can foster or discourage 
economic activity, cause it to flow into desired channels, and radically alter 
the distribution of the resultant product. Through economic policy, govern¬ 
ments can, in effect, control the accelerator, the brakes, the distributor and the 
steering wheel of the economic motor car. 

To use economic policy in these ways requires a certain sophistication — 
both an awareness of the possibilities and an understanding of the techniques 
of applying economic policy to achieve desired results — and the flexibility to 
change the policy as circumstances change. Most underdeveloped countries 
will lack, as Burma did, this awareness and understanding. The tendency 
will be, therefore, to rely to a greater degree than will be practical on direct 
governmental intervention in the economy, to overload the government’s 
executive apparatus and to run into all sorts of administrative, managerial 
and implementation problems. 

Given, however, a dedicated and responsible leadership — one that is made 
responsible to the electorate by virtue of a critical opposition — serious atten¬ 
tion will, of necessity, be given to some aspects of economic policy. If land or 
tax reforms are being considered, a serious government will almost inevitably 
be compelled to inquire whether the kind of land reform proposed will result 
in more or less production or whether a given series of tax reform measures 
will so adversely affect incentives as to bring about a serious loss in total 
revenues. 

Fiscal, monetary, credit and other economic policies may require greater 
sophistication, and the capacity to make use of them may develop only in 
time. But none of these policy problems is so abstruse that it precludes an 
understandable presentation to the policy-makers by competent staff, in terms 
which will permit decision to be based on choice between the various alterna¬ 
tives and their probable results. 

For this process to take place, there must exist a high-level forum within 
the government where questions of economic policy can be considered regu¬ 
larly by those in a position to decide them, and there must be an opportunity 
for competent staff to submit policy proposals and problems for consideration. 
This, of course, will not insure that the necessary decisions will be made, 
that they will be made on time, or that they will be wise decisions. It is es- 
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scntial, however, that such a forum be created, and that it function. If nothing 
else, the process will make those concerned increasingly aware of the role of 
economic policy, and enable them increasingly to make more informed policy 
judgments. With this greater awareness and capacity will come a growing 
reliance on indirect, and frecjuently more effective, means of controlling the 
economies, and less reliance on direct controls and measures. 

The development of these means of economic control by the govern¬ 
ments of underdeveloped countries is in itself one of the concomitants, if not 
a prerequisite, of more effective economic development. 

THE LACK OF ENTREPRENEURIAL CAPACITY — A MYTH 

It is widely accepted, both in the professional literature and in the policies 
of many underdeveloped countries, that the relative absence of a middle class 
with entrepreneurial capacity and talent makes it necessary for governments 
to initiate and operate enterprises which are generally left to the private sector 
elsewhere. I do not intend to argue against the proposition that most under¬ 
developed countries have only the beginnings of a middle class, and that this 
group cannot mobilize capital and organize production in a degree com¬ 
parable to the activities of their counterparts in more advanced societies. This 
docs not mean, however, that the private sector cannot contribute significantly 
to the development process. Substantially, the current view — on the basis of 
the Burma experience — would appear to be a dangerous myth. 

The desire to improve one’s material welfare, to increase one’s income or 
to make a profit is, if anything, even stronger in underdeveloped societies 
than in the more advanced countries. Very little more than a perceived op¬ 
portunity is necessary to transform this desire into entrepreneurship. The 
greatest number of potential entrepreneurs exists in the agricultural sector, 
where landless tenants aspire to land ownership and where landholders and 
tenants alike will readily hire tractors, or use improved seeds, fertilizers, in¬ 
secticides and other capital aids if they are shown that these will yield a 
profit. Entrepreneurship is also significantly, even abundantly, evident in 
international and domestic trade, in construction, in home and other small- 
scale industries and, notably, in money lending. It is incorrect and misleading 
to ignore such evidence. 

The presumption that entrepreneurial capacity is lacking in the under¬ 
developed countries has no doubt been influenced greatly by the scarcity or 
absence of relatively large-scale private industrial enterprises. This, however, 
fails to take adequate account of such factors as the hostility to private enter¬ 
prise frecjuently found in such countries, the excessive controls applied to it, 
the fears of nationalization, the lack of credit institutions and money markets, 
and the prevalent unfamiliarity with and distrust of the corporate form of 
business organization (because it involves a pooling of resources and effort 
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with people outside the family or the small circle of trusted friends). The 
judgment appears also to have been influenced by what looks like unbusiness¬ 
like management by business men in these countries — for example, their 
common failure to keep adequate records and accounts. This, in fact, is a 
widespread phenomenon; it does not reflect a lack of entrepreneurial ability 
but rather a highly rational, if wily, technique for baffling the tax collector. 

It is highly probable that in many underdeveloped countries, as in Burma, 
entrepreneurs and entrepreneurial abilities are by no means lacking. Despite 
a superficial appearance of inefficiency, these entrepreneurs are in fact efficient, 
in that they seek out the investments which produce the largest short-run 
returns with the least risk. “Considering the special circumstances of many 
underdeveloped countries, their decisions may constitute a perfectly rational 
evaluation of the structure of economic opportunities.”" And if, as Adler has 
pointed out, “the development process in underdeveloped countries . . . pro¬ 
ceeds in spite of the strength of the social and cultural forces opposed to it,”‘*^ 
surely this must reflect, so far as the private sector is concerned, an entre¬ 
preneurial drive of quite remarkable vigor. 

Burma’s failure to appreciate the capacity for saving, investment and entre¬ 
preneurship in the private sector, and the desirability of stimulating and 
utilizing this capacity to the fullest extent possible, was rooted in an ideo¬ 
logical bias: an identification of private enterprise with foreigners and alien 
minorities, a lack of appreciation of how the economy could be stimulated 
indirectly and guided by appropriate investment, fiscal, monetary, credit, tax 
and other economic policies, and a similar lack of appreciation of how private 
profit could be made compatible, through appropriate safeguards, with broad 
social welfare objectives. In consequence, her development effort suffered not 
only to the degree that the private sector failed to make the full contribution 
of which it was capable, but also to the degree that the Government sector, 
overburdened with unnecessary tasks it was not equipped to handle, failed 
to execute properly tasks which only the Government itself could do. 

It would seem to follow that efforts to realize the potential of the private 
sector should be a major component in development strategics and plans. 
Such efforts, of necessity, would include the elimination of hostile, impractical 
or merely unnecessary policies and controls, and the introduction of policies, 
programs and institutions designed to stimulate and assist the private sector 
to develop its constructive potential progressively. Nationalization policy, 
punitive taxation and over-close remittance controls are prime examples of 
the obstacles imposed; investment incentives, research and technical assistance 
and industrial development financing institutions are good examples of the 
stimuli that might be applied. 

2. Nathan Rosenberg, “Capital Formation in Unc!ercIcvclo|>cd O^untries,” American Economic 
Review, Sept, i960, p. 713. 

3. John H. Adler, “Some Policy Problems in Economic Development,” Economic Develop¬ 
ment and Cultural Change, Jan. 1961, p. 113. 
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ECONOMIC THEORY AND sSTRATEGY IN ECONOMIC DEVELOPMENT 

Most economic theorists agree that investment is central to economic 
growth. The development strategies currently recommended, however, do not 
agree on the emphasis to be placed on saving and investment. Some empha¬ 
size instead the importance of particular skills and attitudes, and, therefore, 
a strategy aimed at the development of entrepreneurs, investors, decision¬ 
makers, technicians and other key groups. Still others emphasize the impor¬ 
tance of political structures and psychological motivations, and, therefore, a 
strategy designed to shape values and political attitudes or to influence partic¬ 
ular political groups.** 

Reacting against overemphasis on these non-investment factors, Adler 
agrees that capital formation “is not the whole story. But it is at least half of 
it, and the other half is rather meaningless without it.” Capital formation may 
thus be viewed as “a necessary but not a sufficient condition of economic 
development.”® 

Evidence can be culled from the Burmese experience'to support almost any 
theory. The experience certainly emphasizes the importance of cultural values 
and attitudes, political attitudes and psychological factors as well as the need 
for investment. It also supports the emphasis others place on the importance 
of entrepreneurial, investor, technical and decision-making skills. Hagen, 
for example, could find cogent evidence in the case of Burma's Indian, 
Pakistani and Chinese resident alien minorities for his thesis that innovation 
and enterprise tend to originate in deviant minority groups. Hirschrnan,^ on 
the other hand, might find it more difficult to support, by reference to the 
Burmese experience, his thesis that development strategy should be directed 
at maximizing investment (which he equates with development) decisions. 
Decision-making was indeed a critical factor in this experience. But the 
decisions which were most needed and most lacking were not investment 
decisions, but administrative, managerial and policy decisions. 

It would be difficult to use the whole varied Burma experience in support 
of any one of these major theories or strategies, much less in support of the 
more specialized theories which logically fall within them. It would be diffi¬ 
cult even to select any important aspect of that experience which did not 
significantly involve, though in varying degree, investment, skills, cultural 
attitudes and values, and politics. And certainly, if one were to seek support 
in the Burmese experience for the “big push” investment strategy, or its vari¬ 
ant, the “balanced growth” theory, or the theory favoring emphasis on invest- 

4. Gustav F. Papanck, “Framing a Development Program,” International Conciliation, 
Carnegie Endowment for International Peace, March i960, p. 312. 

5. Adler, op. cit., pp. 118-19. 

6. Everett E. Hagen, “How Economic Growth Begins: A General Theory Applied to Japan,” 
Public Opinion Quarterly, Fall 1958, pp. 373—83. 

7. Albert O. Hirschman, The Strategy of Economic Development, Yale University Press, New 
Haven, 1958. 
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merit in “social overheads,” the selection would have to be forced, even 
though “big push” and “balanced growth” thinking greatly influenced Bur¬ 
ma’s planning consultants. 

Superficially viewed, the Burmese experience would appear to substantiate, 
if anything, Hirschman’s unbalanced growth development theory. On the 
basis of his previously cited analysis that the relative absence of the ability to 
make investment decisions is the key factor limiting development, and that 
development strategy should concentrate, therefore, on maximizing such 
decision-making, Hirschman concludes that decisions which create shortages 
and imbalances in the economy, and thereby induce and even compel further 
investment decisions to restore that balance, are the most effective route to 
development. Within this context, he maintains, priority should be given to 
direct-production activities which compel additional investment decisions 
rather than to social overheads which merely permit them; to capital-intensive 
projects which create products new to the economy rather than to labor- 
intensive projects which compete with and supplant existing handicraft in¬ 
dustries; to projects which require high-quality precision or maintenance 
standards, precisely because failures will be so glaring (e.g, airplane crashes 
vs. potholes in roads); and to industries where the worker must keep up with 
the machine rather than set his own pace. 

In Hirschman’s development lexicon, every economic cloud, it seems, has a 
silver lining. Inflation, balance of payments difficulties and population pres¬ 
sures all are seen as serving the development goal somehow, so long as im¬ 
balance is the most useful and, indeed, the strategic route. But to those not 
readily enchanted by the paradoxical, the Hirschman strategy may seem to 
resemble that incorporated in such statements as “The most efficient way to 
walk a tightrope is to advance, swaying precariously first to one side and then 
to the other,” or “To teach your child to conduct himself safely in traffic, set 
him off to cross Times Square against the traffic light.” 

Consider the following statement: 

We have argued that economic development typically follows a path of uneven 
growth; that balance is restored as a result of pressures, incentives, and compul¬ 
sions: that the efficient path toward economic development — and therefore the 
one that will often be instinctively taken if we can rely on the “principle of least 
effort” — is apt to be somewhat disorderly and that it will be strewn with bottle¬ 
necks and shortages of skills, facilities, services and products ., 

However much we may be inclined to accept the general validity of this 
observation, we cannot but be jarred when Hirschman describes the typical 
and perhaps inevitable disorderlincss of the development process as “efficient.” 

8 . Ibtd.,p. 158 . 
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It is easier to accept his earlier and less formalized comment on the same 
phenomenon, before the typical became the “efficient’’: 

In any event, the underdeveloped countries see only the fruits of economic prog¬ 
ress and have little advance knowledge of the road they need to travel to obtain 
them. If they desire these fruits, they will somehow set out after them. I’hus they 
will find out about the changes required in their own society in the course of the 
development process as they make false starts and as they meet with, and overcome, 
successive obstacles. It is in this fashion rather than a priori that they will deter¬ 
mine which of their institutions and character traits are backward and must be re¬ 
formed or given up. The tension of development is therefore not so much be¬ 
tween known benefits and costs as between the goal and the ignorance and 
misconceptions about the road to that goal.^* 

This strikes me as absolutely right and completely substantiated by the 
Burmese experience. But while this experience might support a historical 
theory of development in the terms stated, it does not support a strategy of 
development which would seek (by design?) to teeter on the development 
tightrope from imbalance to imbalance. 

If the Burmese experience has significance for economic development 
theory and strategy, this would seem to be that no single element or factor 
is an absolute prerequisite to development, any more than any single factor or 
simple strategy can alone suffice to insure it. Galbraith perhaps has come as 
close as anyone to a formulation which stresses all the strategic factors, 

Galbraith has stressed the essentiality, together with investment, of educa¬ 
tion, good government, social and economic justice and a clear sense of pur- 
pose.^^ By these he means: education in the sense of both widespread literacy 
and a rather high degree of learning and training, among the elite groups at 
least; good government chiefly in the sense of a reliable apparatus of govern¬ 
ment and public administration; social justice in the sense of an equitable shar¬ 
ing of the gains achieved; and a clear sense of purpose in the sense of a realistic 
understanding of what development involves. The Burmese experience com¬ 
pletely supports the emphasis Galbraith places on good government and 
clear purpose. While a relatively high degree of literacy was present in Burma, 
progress in basic education and in the higher education of the elite had been 
something less than optimum. On the score of social justice, Burma had 
swung perhaps too far, rather than not far enough, but I do not question the 
applicability of this criterion in many underdeveloped societies. 

Where the Galbraith formulation seems more than a little brash is in 
affirming that development cannot progress if any of these decisive elements 

9. Ibid., pp. 9-10. 

10. John K. Galbraith, “A Positive Approach to Foreign Aid,” Foreign Affairs, April 1961. 
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is missing. While it may be agreed that all these components are essential to 
optimum development progress, it by no means follows that no significant 
progress is possible in the absence of one or more of them. Development is 
taking place in many underdeveloped countries of the world in the absence 
of one or more of these factors, though the progress in many cases is uneven, 
partial and considerably less than could be achieved under more ideal condi¬ 
tions. This is true in Burma. 

The Burmese experience, then, would tend to support a theory of economic 
development which would view capital formation as “a necessary but not a 
sufficient condition” and emphasize very strongly the contributory, though not 
prerequisite, role of the Galbraith factors (which could be interpreted broadly 
enough to embrace most of the elements we have previously stressed).It 
would regard these, however, as essential only to optimum progress, bearing 
in mind that even advanced societies achieve far less than optimum results 
from their own efforts, and recognizing (with Hirschman) that the efforts of 
the underdeveloped societies, precisely because they are underdeveloped, will 
inevitably achieve, at best, far less than optimum results. 

Such a discussion offers little help in making many basic decisions and 
choices which are inescapable applications of development strategy. It sheds 
little light, for example, on such problems of resource allocation as the distri¬ 
bution between consumption and investment, or the choices between public 
and private investment, between the directly productive and social overheads, 
between industry and agriculture, or, within a given sector, among various 
projects and programs. Many of these decisions will inevitably be influenced 
by ideological considerations, by flair, by “feel,” by political sensitivity, by 
questions of practical readiness and, in general, by rough judgments on the 
part of the decision-makers (even though the decisions, once made, may look 
as though Hirschman’s strategy had been employed!). 

In the light of the Burmese experience, we may regard with suspicion any 
development strategy which does not emphasize: the desirability of assign¬ 
ing a significant contributory role to the private sector; the priority which 
should be accorded to improving existing production and distribution as 
against new production; or the possibilities of using the capacities of military 
establishments and of youth corps and other forms of widespread voluntary 
participation in a development effort. 

II. Galbraith’s theory, by its emphasis on social justice, recognizes the importance of human 
motivations, but it docs so primarily within the context of a more equitable distribution. The 
individual, he says, will never exert his maximum efforts “if the gains therefrom accrue to 
feudal landlords or employers, or to tax collectors, merchants and usurers.” True, and critically 
important; but the statement does not go far enough. Social justice may contribute, through land 
reform, to a revitalized agriculture; but it will not contribute directly to industrial and related 
investment. Greater incentives will make the worker work harder, and result in greater output 
from the existing productive plant. But opportunities, incentives and aids to new investment are 
also required. While these are compatible with greater social justice, they arc not provided by it. 
Recognition of the potential of the private sector, and positive action to realize it, arc also cssen- 
tial and of sufficient strategic importance to require special emphasis. 
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But perhaps the broadest of all strategic choices is whether the attempt 
should first be made to prepare the way for development by pushing literacy 
programs, training a key elite, developing key institutions, carrying through 
basic essential reforms, improving public administration, and thus achieving 
readiness for effective investment, or whether the strategy should be to plunge, 
so to speak, into a maximum investment effort and learn by doing, creating at 
the same time the pressures for carrying through simultaneously what might 
be regarded alternatively as preparatory measures. 

This choice, which might be termed crudely the choice between strategies 
of preparation and plunge, may be considered by some to be one of those im¬ 
ponderables which can be judged only subjectively, in terms of one’s tem¬ 
perament, predilections and biases. In my view the Burma experience, pain¬ 
ful though it was, gives a fairly clear answer. It supports the strategy of 
“plunge” (which Hirschman seems to have rationalized into a theory of im¬ 
balanced development). It is difficult to envisage how Burma, in her imme¬ 
diate post-war circumstances, could have chosen the preparation strategy and 
deferred the investment plunge. She did make a start on many of the “pre¬ 
paratory” steps, however shakily, when she embarked upon her investment 
program. It was only the plunge itself, however, which created the strains 
and the pressures and pointed to the necessity for realistic purpose and effort, 
and for remedial and complementary actions on the governmental, adminis¬ 
trative, management and policy fronts, to which she is now beginning to face 
up squarely, for the first time. 

SOME PRACTICAL APPLICATIONS 

The discussion in this chapter has, until now, concentrated on the conclu¬ 
sions arising out of the Burma experience which may have significance for 
economic development in other countries. I shall now venture to suggest 
a number of specific applications which arise out of these conclusions. 

FXONOMIC PLANNING 

(1) Plan goals should be both ambitious and feasible — optimistic enough 
to aim at full use of resources, but still attainable, so that frustration and dis¬ 
appointment may be avoided. 

(2) Evaluation of growth potentials should be tempered by advance ap¬ 
praisal of the impact of nationalization and other goals which may exert a 
negative effect on growth. 

(3) Feasibility judgments should be tempered by appraisal of prospects for 
effective implementation, as these are likely to be affected by weaknesses in 
leadership, public administration, civil service, management, policy and other 
areas. 

(4) To the extent that such factors threaten to affect the achievement of 
the goals adversely, specific provisions for making the needed improvements 
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should be incorporated in the plan itself, and it should be made unmistakably 
clear that their satisfactory implementation is essential to the attainment of 
other plan objectives. 

(5) It is not possible to determine the composition of a development pro¬ 
gram, or to allocate resources within one, solely on a rational basis. Many of 
the facts needed are not known, theoretical concepts are sometimes too diffi¬ 
cult to apply, priorities differ within, as well as between, various sectors, the 
projects of highest priority are not necessarily those requiring the most capital 
and it is frequently necessary to go ahead with projects of lesser priority be¬ 
cause the prospects for more effective implementation favor them.^^ 

(6) It is essential that the planning organization — whether a ministry, 
board or whatever — be headed either by the Prime Minister or by an out¬ 
standing leader who is close to him and enjoys his confidence, and that the 
planning staff have direct and ready access to the head of the planning or¬ 
ganization. 

(7) The planning staff may be divided effectively, one unit dealing with 
central economic functions, such as national income, fiscal, monetary, credit, 
trade, manpower and economic policy, and another dealing with major sec¬ 
tors of the economy — agriculture, industry, transport, and so on. These 
should be supported by strong statistical and census operations. 

(8) The planning organization should work up plans, programs and pol¬ 
icies. It should not seek responsibility for final determinations, or for super¬ 
vising plan execution. 

(9) The views of important private economic groups and organizations 
should be sought in developing and adapting plans. 

(10) Long-term development plans, programs and policies need to be kept 
under continuous review and adjusted periodically to changing circumstances 
and experience. This can be done most usefully when modifications are co¬ 
ordinated with the annual budget-making process. 

CAPITAI. FORMATION AND RESOURCE MOBILIZATION 

(1) Unlike early capitalism and latter-day communism, underdeveloped 
countries pledged to early increases in welfare can neither permit ruthless 
exploitation by private employers nor ruthlessly suppress consumption them¬ 
selves in order to mobilize resources in a high proportion to current output. 
Their policy must, therefore, be directed to securing such increases in output 
as will permit moderate increases in consumption and welfare and, at the 
same time, mobilize the resources needed for investment (to the extent that 
these are not available from abroad). 

(2) Even at low levels of output, the potential of private saving (as evi¬ 
denced by luxury consumption, the high price of gold and precious stones. 


12. See Papanek, op. cit., pp. 310-41, for an interesting discussion of this problem. 
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and, even among the poor, by religious giving and sharing with relatives) is 
significant in underdeveloped societies. 

(3) seeking greater output, first emphasis should be placed on existing 
agricultural and other production, and on the elimination of obvious wastes, 
both of which tend to be neglected in favor of new projects and jiroducts. 

(4) In countries where population is growing at a rapid rate and is press¬ 
ing on resources, the need to control population growth is inescapable, if 
significant per capita output increases are to be achieved. This w^as not a 
factor in Burma, however. 

(5) So far as public capital formation is concerned, Burma’s experience 
emphasizes that punitive tax rales do not yield maximum returns; that the 
relative handful of well-to-do persons, the few foreign companies and the 
alien minorities cannot be relied upon to produce the bulk of the tax revenues 
necessary; that, in one way or another, the poor must also contribute (though 
in small individual measure) to the tax revenues needed; and that the nature 
and structure of income distribution, and difficulties of tax administration and 
enforcement in such societies, will frequently require that far greater reliance 
be placed on indirect taxation than is considered equitable in the more ad¬ 
vanced societies. The potential increase in tax yield through improved en¬ 
forcement of existing direct taxes on personal and company income should 
not be ignored. 

(6) Where tax enforcement is seriously hampered by the failure of business 
men to keep proper books and accounts, governments can : 

(a) lay down the rule that repeated failures of this kind will be taken as 
intent to defraud; 

(b) provide standardized, simple books of account and accounting pro¬ 
cedures, and offer free advisory assistance to those requiring it, in 
order to eliminate excuses for bookkeeping failure; 

(c) provide stiff penalties for faulty or inadequate tax reporting there¬ 
after. 

(7) The greatest possibilities for additional public revenue or capital 
formation in such societies lie, perhaps, outside the tax field — in state export 
monopoly and other trading enterprises (if these can be operated efficiently), 
in savings programs and loan operations, in improved management and efli- 
ciency in the state enterprises dealing with the public, in the pricing policies 
of these enterprises, in the use of military manpower, equipment and adminis¬ 
trative capacity to build roads, dams, bridges, wharves and other essential 
facilities and, significantly, in mobilizing the youth, villagers and civic groups, 
on a voluntary basis, to contribute their energies to community and nation¬ 
building tasks. 

(8) In this connection, savings programs can be bolstered effectively by 
interest rates appropriate to prevailing conditions, by bond issues of small 
denomination which incorporate a lottery feature for early redemption and 
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prizes, and by the introduction of old-age and other social security insurance 
programs. On the loan side, governments can effectively enter the high- 
volume small personal loan (pawnshop) field, lending safely and profitably 
against security at rates of interest substantially lower than those charged by 
private moneylenders. 

EXPANDING AGRICULTURAL OUTPUT 

(1) In the search for economic development, the spotlight should focus 
first not on the factory but on the farm. 

(2) Initial emphasis should be placed on improvement of primitive farm 
practices through better land use, better seeds, manures, composts and fer¬ 
tilizers, better insect and pest controls, better tools and equipment, better 
grading, storage and marketing practices, and so on. 

(3) Low-cost flood control, land clearance and drainage projects may yield 
greater relative returns than costly irrigation and multi-purpose schemes, and 
should receive careful attention despite their relative lack of glamour. 

(4) A farm extension service appropriate to local conditions and integrated 
with related research and experimental and demonstration farms should be 
established and fully supported. 

(5) Where farmers can obtain needed working capital only by paying un¬ 
duly high rates of interest, alternative sources of capital at reasonable rates of 
interest should be provided. 

MODERNIZING AND EXPANDING EXISTING INDUSTRIAL ENTERPRISES 

(1) Opportunities for low-cost, high-benefit modernization and expansion 
of existing small production units are frequently overlooked in favor of new 
high-cost, large-scale industrial [)roduction units. 

(2) Investment banking facilities should be created to assist such modern¬ 
ization and expansion with long-term loans at moderate interest. 

(3) Technical, marketing and other advice should be made available to 
such producers, and obstacles to their effective operation and growth should 
be removed. 

(4) Used equipment which is already outmoded in advanced industrial 
economies, and can be bought very cheaply, will sometimes be more economic 
in relation to labor and other cost factors than more modern equipment. The 
“latest and best” in advanced industrial societies is not always the most eco¬ 
nomic for retarded economies. 

ELIMINATING OBVIOUS WASTES 

(i) Improved storage facilities and storage practices at farms and concen¬ 
tration points may save from 10 to 30 per cent of the agricultural output com¬ 
monly lost because of weather, pests and spoilage. 
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(2) Efficient distribution units of the department store, chain store and 
supermarket type could reduce consumer costs, increase buying power, create 
more productive employment opportunities for redundant labor engaged in 
petty trade, and raise living standards generally. 

(3) The cost of standardized goods, such as steel and newsprint, which 
individual buyers in underdeveloped countries import in warehouse lots, 
could be substantially reduced by cooperative or group buying, since the 
small orders could then be combined into mill-order sizes at lower prices. 

IMPROVING THE SOCIAL SERVICES 

1. Health 

(1) Limited health funds will yield better results if priority is given to 
preventive measures such as improved sanitation, vaccination and anti¬ 
malaria campaigns, and improved nutrition programs. 

(2) Improvements in staff, equipment and supplies at existing hospitals 
and clinics will frequently yield better results than investment in new health 
facilities. 

(3) Accelerated training programs for medical personnel should aim not 
only at meeting the need for doctors and nurses, but at lessening the need 
through the training of vaccinators, health assistants, midwives, first-aid spe¬ 
cialists and others. 

2. Education 

(1) There is little point in school construction programs which are con¬ 
siderably in advance of the supply of teachers with at least minimum prepara¬ 
tion. 

(2) Educational programs and curricula should be geared to the needs of 
the society. 

(3) At the high school and university levels, tuition charges, combined 
with a liberal scholarship program for more able students, will be more effec¬ 
tive in promoting higher standards and progress than universal free educa¬ 
tion at all levels will be. 

(4) Special efforts should be made to attract university youth to engineer¬ 
ing and scientific fields, public administration, business management, educa¬ 
tion, agriculture, public health, economics and other fields in which the supply 
of skills is critically short. 

(5) It is important that a major effort be made, throughout the educational 
process, to inculcate an understanding of the need for hard work, and a 
respect for the essential dignity of work, including manual labor. It is also 
important that educational processes geared to learning by rote be converted 
to processes which develop the ability and disposition to think independently 
and critically. 
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(6) Perhaps nothing could do so much to create a widespread awareness 
of a new atmosphere of change, and at the same time overcome critical edu¬ 
cational deficiencies in the underdeveloped societies, as could television used 
primarily as an educational tool. Quite apart from its possible use in the 
schools, the installation of only one communal receiver in each village would 
make possible the dissemination of vitally needed farm, health and other in¬ 
formation with greater elTectiveness, and at lower cost, than could any other 
technique. 

3. Housing 

(1) Public housing projects which provide improved housing through 
substantial subsidies arc not appropriate to underdeveloped countries whose 
economic structure is such that the subsidies can be paid only by the poor. 
(Usually, it is the rural poor who subsidize the better-circumstanced urban 
poor). 

(2) Public housing projects in such countries should aim, not at emulating 
costly Western-type housing, but at improving existing local housing condi¬ 
tions and standards. Improvements of this kind can usually be made on a 
non-subsidy basis, using mostly local materials, with the aid of land grants, 
tax rebates and cheap credit. 

IMPROVING PUBLIC ADMINISTRATION AND MANAGEMENT 

(1) Politicians should not be permitted to meddle in administrative mat¬ 
ters. 

(2) The Government should be kept out of activities it is not equipped to 
handle. 

(3) Civil service positions should pay enough to attract and hold competent 
people, and to relieve them of any necessity for seeking petty graft. 

(4) Civil servants should be selected and promoted on the basis of qualifi¬ 
cations and merit, and the incompetent, the indolent and the dishonest should 
be weeded out. 

(5) Outmoded and unwieldy organizational structures and procedures 
should be revamped, and adequate working quarters, tools and conditions 
provided. 

(6) Authority and responsibility should be delegated to organizations and 
individuals as appropriate. 

(7) Awareness that government servants are truly servants of the public 
should be instilled, and the public should be encouraged to complain to an 
office especially created for the purpose if the service is poor. 

(8) Where government commercial-type enterprises are concerned, 

(a) They should have the necessary degree of autonomy. 

(b) Private individuals of appropriate background and experience, as 
well as civil servants, should serve on the boards of directors. 
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(c) The boards should delegate ade(]uate authority and responsibility to 
their general managers. 

(d) Periodic, adequate and timely commercial-type accounts and public 
reporting by these enterprises should be insisted upon. 

(e) Engaging in joint ventures with private firms, or engaging private 
management firms to take over comj^lete responsibility for manage¬ 
ment, will, in many caseji, be the only practicable road to improved 
management. 

OFFSETTING THE LACK OF POLITICAL ACCOUNI’ABILITY 

Where one political party enjoys a virtual monopoly over the support of the 
electorate, there is no good way to insure that government leadership will be 
responsible, in the sense of accountable. Such governments, if they are aware 
of the dangers involved, can, however: 

([) encourage and practice democracy within the party organization; 

(2) air internal policy differences to the press and public before party jx)si- 
tions are decided; 

(3) when sharp differences on fundamental policies develop within the 
party, consciously encourage a party split and the formation of new parties, 
rather than unsatisfactory compromise or evasion of the basic issues (such a 
course will be difficult for leaders who have developed close ties as comrades- 
in-arms in a fight for political freedom, but it will be better for their country, 
and for them, in the long run); 

(4) make a special effort to provide full reports to the Parliament, the press 
and the public on every aspect of governmental activity, and encourage the 
various social and economic organizations and groups to express their views 
on pending government acts and decisions. 

ESTABLISHING KEY INSTITUTIONS 

In almost every underdeveloped country, the creation of certain key institu¬ 
tions can assist greatly in the development process. Among such institutions 
are a planning ministry; autonomous development corporations or boards to 
assist development in specific sectors; a central bank; an industrial develop¬ 
ment bank; an agricultural bank; applied research institutes for agriculture, 
industry and other fields important to the economy; central economic, sta¬ 
tistical and census organizations and staffs; a tax research unit; and an invest¬ 
ment advisory and technical assistance center. 

SPECIALIZED MANPOWER TRAINING 

(i) Full advantage should be taken of all feasible training opportunities. 
These should include apprentice and in-service training as well as more for¬ 
mal training in universities, institutes and schools. 



6 o 4 Conclusions and Appraisals 

(2) While the advantages of overseas training for advanced and special 
students should not be minimized, it will frequently be more useful to bring 
the instruction and training to the job site than to send trainees overseas for 
it. Thus, more people may be trained more effectively at lower cost if medical 
teams, statisticians and highway engineers arc brought to conduct training on 
the job than if difficult-to-spare personnel arc sent overseas. 

(3) Such scarce specialized and high-cost training facilities as exist — en¬ 
gineering colleges, technical high schools and vocational schools — should be 
used intensively, on at least a two-shift basis. Instructional staffs should be 
su[)plementcd by the part-time use of qualified personnel working at other 
jobs and by the recall of retired instructors. Paid overtime work by the regular 
staff and by technicians from abroad will also be helpful. 

REALIZING THE POTENTIALS OF THE PRIVATE SECTOR 

(1) Basic government policy should be to encourage and assist private sec¬ 
tor investment in every reasonable way. 

(2) Improved public administration and essential services rendered to the 
public will help greatly in this regard. 

(3) Existing regulations affecting private firms should be overhauled to 
scrap those that arc unnecessary and to modify others so as to make them 
more practicable. 

(4) Legislation should provide assurances against nationalization and un¬ 
fair government competition, and offer attractive tax and other incentives. 

(5) Critically needed are institutions (like industrial development banks) 
to supply long-term, low-cost investment capital to qualified borrowers for 
modernization and expansion, as well as for new enterprises. 

(6) Organized means of periodic consultation and communications be¬ 
tween government and business organizations should be established. 



CHAPTER 35 


Significance of the Burma 
Experience for U.S. and 
Western Aid Policy 


This chapter will cover the weaknesses of U. S. and Western aid policy and 
practice in Burma and the corrective measures required. I shall venture to 
suggest an organizational solution for certain administrative problems that 
arose in making the aid available and conclude with brief reflections on the 
aid “competition” of the Sino-Soviet bloc and the relationship between eco¬ 
nomic development and political and economic stability. 

WEAKNESSES IN U. S. AID POLICY AND PRACTICE 

The weaknesses in U. S. aid policy and practice in Burma did not differ in 
any essential way from those which American and foreign critics have found 
in U. S. aid policy and practice around the world during the 1950s. Objectives, 
strategy, the kinds of aid provided, the conditions attached to it, and the ad¬ 
ministration of it, all could have been improved. Another weakness was lack 
of coordination with other aid sources, and, finally, there was the neglect to 
integrate our aid with appropriate measures of self-help on the part of the 
recipient nations. Of these shortcomings, it was the weakness in our aid 
objectives which was basic, and which was responsible, inevitably, for all the 
rest. 

The criticism is now general that the primary objective of U. S. foreign aid 
policy during the 1950s was not the economic development of the countries 
we assisted, but rather the strengthening through “mutual security” of the 
U. S. position in the Cold War with the Soviet bloc. This the Burmese dis- 
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covered for themselves without great difficulty a number of years ago. 
Whether the aid took the form of military aid, defense support or economic 
assistance, they saw the lion’s share of the funds apportioned to countries like 
Korea, Vietnam, Taiwan, Iran, Thailand and Spain because of their avowed 
positions in the front line of the Cold War. And both Burma and other un¬ 
committed countries took note of U. S. readiness to overlook the actual or 
near dictatorship, corruption and resistance to social and economic reforms 
characteristic of these countries. The point here is not directed against security 
assistance as such. It is rather that security assistance should not have been con¬ 
fused with, or been regarded as a substitute for, development assistance. 

To the Burmese, our aid policy and programs indicated a lack of sympathy 
with their development aspirations. They saw U. S. aid motivated chiefly by 
the desire to do the minimum necessary to avert the Communist danger, in 
the form of cither internal insurrection or growing sympathy with the Soviet 
bloc. Our P.L. 480 disposals of agricultural commodities — a major aspect of 
our aid to Burma — appeared to many Burmese to be motivated by the need 
to get rid of embarrassing surpluses, rather than by a desire to help. In any 
case, there were many who believed their country was hurl more by U. S. rice 
disposals in other Asian countries than it was helped by U. S. cotton disposals 
to Burma. U. S. aid, as Burma saw it, was small, grudging, too little and too 
late. It came, moreover, rigidly tied to conditions and procedures which, when 
they did not raise questions of sovereignty and neutrality, left the United 
States in the dual position of banker and “Big Brother,” who would help only 
if inexperienced and foolish “little brother” accepted his review and super¬ 
vision. And, finally, quite apart from its other aspects, the bilateral character 
of U. S. aid made it difficult, in the context of the international power bloc 
struggle, to accept it freely. 

This one-sided view of U. S. aid, as seen through Burmese eyes, is not com- 
pletely objective. But it is not, in fact, very wide of the mark. Security was 
our major objective, in Burma as elsewhere, and Burma’s economic develop¬ 
ment was not a major or even a serious objective of U. S. policy. We were not 
enough interested in this objective, for example, to think hard about it, and 
ask ourselves what reasonable development goals for Burma would be, what 
programs were necessary to achieve them, what contribution Burma herself 
could make, how much and what kinds of aid she would need to supplement 
her own efforts over what period of time, what sources could supply various 
types of aid and how they could be coordinated. The United States provided 
Burma with private consultants who tried to work out answers to these ques¬ 
tions — answers which soon needed substantial amendment on the aid side — 
but the United States took no real interest in this program thereafter. 

U. S. aid was extended slowly, painfully and inflexibly, on a piecemeal 
basis. Apart from surplus disposals, it was project-tied and oriented. It bore no 
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necessary relation to broad development goals or to the total development 
program. It was not coordinated in any significant way with aid from any 
other source — except as it appeared to be a competitive response to Soviet aid 
measures. It was not related to, or integrated with, Burma’s own self-help 
efforts in any significant way, and it did not exert any influence on them. 

One final element, while totally divorced from the U. S. aid program, 
nevertheless considerably affected both Burma’s development prospects and 
her receptivity to U. S. aid. This was the economic and social posture of the 
United States at home. Lcss-ihan-full employment and recession in the U. S. 
economy affected world prosperity and P)urmese markets for export com¬ 
modities. Segregation, civil liberties, less-than-full employment and other un¬ 
resolved domestic problems distorted the image we wanted democracy to 
present abroad. 

THE WORLD BANK AID PROGRAM 

If the World Bank’s aid program in Burma resembled that of the United 
States in that it too was small, took too long to negotiate, was project-tied and 
conservative in outlook, it had great strengths which more than balanced 
these weaknesses. From the start, the Bank was interested in Burma’s total 
program, in the feasibility of her goals, in the soundness of her economic 
policies and in the degree of effort she herself was making to support her pro¬ 
gram. Further, even though the Burmese believed that the Bank, in effect, 
was controlled by the United States, they regarded it as an international 
institution interested primarily in its own business and sufficiently divorced 
from international politics to insure that acceptance of its loans would not 
expose Burma to charges of partiality toward the West. This reaction was 
bolstered by the always correct posture the Bank maintained in its relations 
with the Burmese and in the way these relations were conducted. Signifi¬ 
cantly, the Bank considered its relations with Burma important enough to 
send sizable missions comprised of high-quality personnel to Burma several 
times, and these missions remained long enough to devote serious and un¬ 
hurried study to the problems at hand. 

THE U. N. AID PROGRAM 

U. N. prestige in Burma was such that, despite the organization’s inability to 
provide anything but technical assistance, its aid was both respected and wel¬ 
comed. The assistance itself left much to be desired. The personnel provided 
were not always of high caliber, or seriously motivated. They could be pro¬ 
vided only for one year at a time, although duty tours were frequently ex¬ 
tended on request. The reports and recommendations of U. N. specialists 
were frequently pigeonholed at lower levels in the organization or ignored 
higher up. The Resident Representative was apparently not authorized to 
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supervise or coordinate the work of the individual U. N. technicians. He did 
not attempt to seek a hearing for the specialists’ recommendations at high 
levels, or to insure the necessary follow-through when the recommendations 
were adopted. 

These weaknesses themselves suggest the correctives needed. A permanent 
international civil service would do much to improve the quality of U. N. 
technical i^TSonncl, to conserve and utilize the experience acquired and to 
enable the technicians to be posted, not as short-time advisors, but as operating 
executive and administrative oflicers in the countries needing their help. The 
Resident Representative should have more coordinating authority over U. N. 
staff, and play a more active role at high government levels in promoting im¬ 
plementation of the recommendations made by the technical staff once these 
have received the necessary internal clearances. 

NEEDED CORRECTIVES IN U. S. AID POLICY AND PRACTICE 

U. S. policy-makers have recently discovered that if U. S. aid is to be effec¬ 
tive in helping underdeveloped countries achieve economic development, it 
must be seriously directed to that purpose. Though somewhat belated, this 
is a worthwhile discovery. It may even be fortunate, for the underdeveloped 
countries as well as for us, that the discovery has come so late. Ten years ago 
— and more recently, too — we knew far less about the nature and problems 
of development than even the little we know now. 

Wc saw the problem of aid to these countries in much the same way we 
saw the problems of Western Europe immediately after World War II. As 
in the Marshall Plan, we sought primarily to provide capital, which we con¬ 
sidered to be the missing link. This and a little technical know-how, we 
thought, would do the job. We did not — as we now begin to — see the job 
as a long, laborious, painful and even unsettling process. Had we embarked 
on large-scale development aid programs in the 1950s with our then more 
naive expectations, it is quite possible that we should be dismayed and frus¬ 
trated by the results, and that the underdeveloped countries would now be 
saddled with factories they could not manage, transport they could not 
operate or maintain, graduates they could not employ, current budgets they 
could not finance without the aid of the printing press, external debts they 
could not service, and frustrations for which they could find no constructive 
release. 

Economists and foreign aid personnel have learned much in the intervening 
years. If our policy-makers have now decided that our national heritage, as well 
as our national purpose, demands that we help the underdeveloped nations of 
the Free World to achieve the development to which they aspire, it follows 
quite naturally that we must separate this kind of aid from military and 
defense support aid, that we must think seriously and hard about develop- 
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merit goals which will be adequate and feasible for each country, about the 
plans and programs (investment and non-investment) necessary to achieve 
them, about the self-help efforts each country can reasonably be expected to 
undertake, about how much and what kinds of aid each will require to supple¬ 
ment its own efforts, about the sources that can supply such aid, and about 
how the aid programs can be coordinated and administered most effectively. 

Clearly, aid requirements will have to be measured against total long- or 
medium-term programs, rather than against individual projects. Aid will 
have to be undertaken as a commitment over a plan period of some years, 
rather than as a series of annual or spot commitments. If loans are for long 
terms and at low rates of interest in keeping with the requirements of many 
of these countries, it will not matter too much if there is only a small propor¬ 
tion of grant assistance, or if the loans made are to be repaid in foreign ex¬ 
change rather than in local currency. And if we ourselves can achieve a rate 
of economic growth that will maintain full employment, this alone would 
afford considerable “aid” to the underdeveloped nations. Finally, a liberal 
dollar loan policy to private U. S. enterprisers who are willing to invest in 
underdeveloped countries — say $3 of loan for each dollar of equity invest¬ 
ment — might provide a most useful stimulus to this significant form of aid. 

Aid, however, cannot be more than aid. It cannot do the development job; 
and there is little point in extending large-scale aid if the country concerned 
does not show either a reasonable prospect of doing the necessary job itself or 
a willingness to accept the kind of help which may improve that prospect. 
Such a country should show evidence of a realistic approach to its goals. It 
should be willing to prepare, with assistance if required, a practical plan. It 
should be willing to incorporate in this plan the necessary provisions for 
improving its public administration, the needed social and economic reforms 
(or perhaps plans for moderating and making more practical those already 
introduced), the economic policies needed, measures for providing needed 
incentives and for mobilizing its own resources and energies, especially in the 
private sector. It should, in short, show an appreciation of, and a willingness 
to pay, the price of development. 

Given such an attitude, U. S. and Western aid policy should be to assist 
such countries to the extent reejuired and feasible, and aid programs should 
be geared accordingly. A unified aid agency in the United States, and an or¬ 
ganized means of coordinating Western aid, are requisites to such assistance. 

It is easy to see how Western aid may be coordinated in the sense of maxi¬ 
mizing, on an equitable basis, contributions to a total aid program. The 
O.E.C.D. (Organization for Economic Cooperation and Development) has 
recently been established partly for this purpose. Whether individual West¬ 
ern countries will each undertake to contribute one per cent of their gross 
national product, as has been widely suggested, or whether some other for- 
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mula to maximi'/c contributions on an equitable basis is agreed upon, no 
great difEculty should be involved in the determination, or even in related 
decisions on the kinds and terms of the aid to be contributed. The tendency, 
of course, will be for the O.E.C.D. to go much further than this. After asking 
how much each donor country shall contribute to the total development aid 
requirement, it is bound to ask, What is the total needed ? and Which country 
needs how much? Will the O.E.C.D. tend to become a central operating or¬ 
ganization, with missions in each country appraising needs, allocating funds 
and evaluating progress? If so, many years would be needed to build up the 
requisite organization, staff and know-how, all of which would be redundant 
to existing institutional arrangements. And the O.E.OD. would be con¬ 
fronted, no doubt, with an increasing clamor from the assisted nations, who 
would demand full membership privileges in the “club.” 

The United Nations, regrettably, is not the ideal instrument of coordina¬ 
tion. While it has a certain amount of know-how in planning and develop¬ 
ment and is well accepted by the underdeveloped countries, the United States 
and other large Western donors are simply not going to channel the major 
part of their contributions through the United Nations as long as the U.S.S.R. 
and its satellites do not contribute commensuratcly, use aid consciously as a 
Cold War weapon, or harass and sabotage the U. N. executive apparatus. 

lEere is yet another serious aspect to this problem. We have stressed the 
necessity for the recipient countries to plan realistically, to transform their 
economies and social orders, to streamline and make more effective their pub¬ 
lic administrations, to modify their economic policies and to exert the maxi¬ 
mum effort of which they arc capable. Yet how can the United States, or any 
other assisting power, induce or compel such steps on the part of proud, newly 
independent nations jealous of their sovereignty, intent upon preserving 
their neutrality in the international power struggle and suspicious of any 
“strings” to development assistance? 

There seems to be only one institutional arrangement by means of which 
Western aid could be effectively coordinated, development plans and programs 
effectively assisted and appraised and pressure applied to make the recipient 
countries contribute the maximum practicable to their own development. In 
the development field, the World Bank has greater combined prestige, know¬ 
how and acceptance among the underdeveloped nations than has any other 
institution. If it placed resident missions in the underdeveloped countries, it 
could help them develop appropriate plans, assess their own potential contri¬ 
butions and the residual need for external aid, act as the coordinator for all 
Western aid, assist the countries in executing their programs and periodically 
evaluate their progress. 

Such a dispensation would not preclude supplementary arrangements 
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which individual countries might prefer, or which the Bank itself might wish 
to arrange to help it shoulder so heavy a load. The Rank arrangement, how¬ 
ever, would serve as the general nucleus. 

With such an approach to the difficult problems of aid coordination and 
well-directed self-help by the recipient nations, it would be possible to view 
more ecjuably the problem of “competitive” aid programs by the Sino-Soviet 
bloc. In fact, the program and financing framework suggested here would 
help to forestall non-program projects which might otherwise be financed by 
the U.S.S.R. or China, and would take the resources they provided into ac¬ 
count in calculating the Western aid required. Sino-Soviet aid might thus 
become complementary, rather than competitive. 

There remains the vexing case of aid to dictatorships, to countries notoriously 
corrupt and to countries in which powerful vested interests block the road to 
reforms essential to development. I’he clear separation of military and de¬ 
fense support from development aid, in the administering agency as well as in 
purpose, would help considerably, but it would not, of course, solve the prob¬ 
lem. The marriages of convenience into which we have entered with such 
countries will continue to plague us because of the compromises they force us 
to make with our own principles, because of the reactions of the uncommitted 
nations and because such countries, which themselves provide a culture in 
which the local Communist virus flourishes, are weak reeds to lean upon. 
Surely, in such cases, new departures in our aid policy arc called for — even if 
they call specifically and publicly for the necessary changes, and lend aid and 
comfort to internal reform groups contesting for political power. 

One final problem of development aid is again unrealistic thinking — this 
time on our own part. We have tended to believe that, because the absence of 
aid and development in the underdeveloped countries would open the door 
to political and economic instability, aid and development would necessarily 
strengthen democracy and stability. This, unhappily, is not the case. 

On the contrary, the revolutionary nature of the development process in¬ 
evitably creates problems, tensions, instabilities and dangers of its own. Pro¬ 
found economic and social transformation cannot be effected without a 
shake-up of the body politic. This is bound to result because of the disparate 
and often conflicting goals within these societies, because of the grave diffi¬ 
culties which such societies encounter in carrying out their development pro¬ 
grams and because of the impact of new modes of production and social 
organization on traditional values and attitudes. The most favorable outcome 
it is possible to envisage will not be free of many and serious instabilities. 
More obvious, and perhaps glaring, failures to go fast enough, slow enough 
or with enough efficiency may expose such governments to powerful political 
attacks, either from the Left or the Right, and the obvious dangers of collapse 
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or take-over. ‘Thus, after having long been a mirage, the quest for develop¬ 
ment is apt to turn suddenly into a nightmare.”^ 

If the West, politically speaking, has now come to recognize the dangers 
inherent in a failure to provide adequate assistance to underdeveloped coun¬ 
tries in their clTorts to achieve development, it is time now also to realize the 
dangers that exist in positive attempts to help them. It would be dangerous 
not to help the uncommitted underdeveloped world to achieve development. 
The attempt to do so rej^hascs and alters the nature of, but does not eliminate, 
the danger. While this is a sobering reflection, it should not discourage us in 
this effort. As President Iflack of the World Bank has wisely said, “part of 
facing the realities of this world is recognizing that economic development, 
while not sufficient, is necessary for progress towards all of the political, eco¬ 
nomic, and humanitarian aims which the free peoples believe in and seek 
beyond their shores. By choosing to make it their special purpose to help find 
ways out of poverty the free nations are serving the ideal of freedom in the 
most tangible way open to them.”^ 

1. Albert O. Ilirsclirnan, The Strategy of Det/elopmcnt, Yale University Press, New Haven, 
I95S, |). 210. 

2. Eugene R. Black, The Diplomacy of Economic Development, Harvard University Picss, 
Cambridge, Mass., rgbo, p. 19. 
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Premier Reports to the People: 
The National Pconomy 


{Excerpt jrom translation of speech delii'crcd by the lion hie Prime Minister 
LI Nu in the Chamber of Deputies, September 27, i()S 7 > ^^d Order, 

National Solidarity, Social Welfare, National Economy and Foreign /Iffairs) 

Mr. Speaker, Sir, having dealt with social welfare, 1 now come to the National 
Fxonomy. In this part of my speech I shall discuss the following questions: 

1. The progress made in the national economy since Independence; 

2. The Kighl-Year Pyidawtha Plan for economic and social development; 

3. The lessons learned from experience in the last few years; 

4. The Four-Year Plan for capital expenditures; and 

5. Our revised plans for better implementation and policy. 

In the course of this discussion, I shall stale my views on the strengths and the 
weaknesses of our accomplishments thus far; on why and how our plans arc being 
modified; on what we hope to achieve in the next few years; and on what we shall 
do to ensure better results from our efforts. 

1 . Progress in the National Economy Since Independence 

How shall I sum up for you, without being over-lcngihy, the progress which has 
been made in these years? Books could be written about this question. In describing 
our progress, I shall apply first the commonly accepted yard-sticks for such a 
measurement, using only a few key figures for which the detailed substantiation 
will be found in the Economic Survey which is being separately presented to you 
by the Hon’ble Finance Minister, and in other official documents. 

Progress in Total Production 

You are all familiar with the general course of our national economy since the 
war. At war’s end, the national economy was badly damaged and disrupted. Total 
production in 1946-47 was only three-fifths of the pre-war level. There followed 
a substantial rise in output in 1947-48 to about seven-tenths of the pre-war level. 
Due to insurrection, the next two years saw a loss of all that had been gained. Only 
by 1951-52 did we see a return of total output of the national economy to approxi¬ 
mately the level which prevailed at the time of Independence. If therefore I measure 
the progress which has been made in the national economy since 1951-52, I shall at 
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the same time be measuring in approximate terms the progress made from the 
time of Independence. 

Measuring then from 1951-52, the total output of the economy (what the econ¬ 
omists call the Ciross Domestic Product) increased by 29 per cent to 1956-57, the 
fiscal year now ending. This increase, let me stress, is measured in constant prices, 
so that it expresses the real change which has occurred. This increase has brought 
national output in five years from 74 per cent of the pre-war base to 95 per cent of 
the pre-war base. However, our population has been increasing during this time, 
and total output per capita is a more important measure of progress than is total 
output. During this time output per capita has increased 20 per cent — an average 
increase of 4 per cent per year. What docs this mean? One authority states that 2.5 
per cent of real increase in per capita output per year is the dividing line between 
normal growth and accelerated growth. By this measure, it would seem that our 
increase during the past five years has been well above the norm. In this connection, 
however, we must remember that our grow^th has been not from a normal base, 
but from a badly depressed base. At the same time, it has been achieved in spite 
of widespread civil disorder and unrest. Taking all these factors into account, it 
may be considered that our overall progress has been quite substantial indeed. 

Progress in Consumption 

While this increase in output was being achieved, what was happening to 
consumption? According to our figures, there was very little improvement in 
average consumption per capita until this year. This year, with an inflow of im¬ 
ported goods for consumers’ use exceeding substantially those of any previously 
recorded year, real consumption per capita is calculated to be some 10 or ii per 
cent higher than it was in 1951-52. Whether this figure reflects the availabilities of 
goods for consumption, rather than actual consumption, wfill depend in part on 
how rapidly these imported goods arc finding their way through the channels of 
distribution to the actual consumer. 

Progress in Specific Sectors 

Let me make a few additional comparisons of progress in the national economy. 
Output in agriculture, fisheries and forestry rose from approximately three-quarters 
of the pre-war base in 1951-52 to approximately nine-tenths of pre-war this year. 
Rice processing rose from approximately two-thirds of pre-war in 1951-52 to 
approximately three-fourths of this year. Stale marketing rose from approximately 
two-fifths of the pre-war base to approximately four-fifths of pre-war this year. 
State transport rose from approximately two-fifths of the pre-war base to approxi¬ 
mately three-fourths of pre-war this year. Mining is the only sector which continues 
to lag badly behind all the rest. Output in this very important sector rose from 
about one-tenth of the pre-war base in 1951-52 to approximately one-fourth of pre¬ 
war this year. 

Sir, let us look at a few other measures. Exports of rice and rice products in¬ 
creased from T1.5 lakhs tons in 1951-52 to close to 20 lakhs tons this year, a rise 
of about 70 per cent. Teak exports in tons increased about 30 per cent, but the 
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value of minerals exports increased very little over this period. Total agricultural 
acreage sown increased 8 per cent, paddy acreage 6 per cent and all other agricul¬ 
tural acreage 12 per cent, over this period. The acreage under irrigation increased 
by about one-third, the tonnage of traffic moving through the port of Rangoon by 
about one-half, and railway freight ton miles about two-fifths, during this period. Ex¬ 
traction of crude oil more than doubled in these years. These, you will agree, are 
solid evidence of growth. 

The Use of Resources 

How have we used the resources which have been available to us? Before the 
war, about one-sixth of our total output was accunuilated abroad, largely for the 
benefit of foreign investors. About three-fifths was available for consumption, 
approximately one-twellth was devoted to current government expenditures, and 
about one-eighth went into domestic investment for the future. Since that time the 
use of our resources has changed radically. The accumulation abroad has been 
virtually eliminated. About two-thirds arc available for domestic consumption. 
About one-seventh, as compared with the previous one-twelfth, goes intf) current 
government expenditures, much of it for health, education and social services to the 
people to supplement their direct consumption. About one-fifth, compared with the 
previous one-eighth, goes into investment for the future. In recent years, this in¬ 
vestment has been divided roughly half and half between public investment and 
private investment. 

The facts I have given do not by any means tell the complete story of the 
progress made in the national economy since Independence. They provide only a 
skeleton for that story. Let me try now to add some flesh to the bones, and a little 
colour in the cheeks. 

Development Measures 

Let me recall first the progress which has been made in restoring our ravaged 
physical facilities — our capital wealth. Great strides have been made in rehabili¬ 
tating the nation’s transport — the railways, the waterways and the ports. The oil 
refineries have been rebuilt. The chief mines have been rehabilitated. Electric 
generating facilities have been restored. Schools, hospitals and other essential build¬ 
ings have been rebuilt. 

But we have gone far beyond mere rehabilitation. We have made considerable 
progresss in changing the national economy from the over-specialized and too 
highly-dependent colonial economy of the pre-war years in the direction of a better 
balanced, less dependent and more self-reliant national economy. In agriculture we 
are emphasizing new and expanded crops like jute, sugar cane, higher grade cotton 
and groundnuts, reclaiming jungle lands, building irrigation projects. We are 
exploring our mineral wealth. We have developed an air service. We have gone 
into industry with steel, sugar, cotton spinning, pharmaceuticals, jute and other 
factories. We have fostered the growth of cottage industries. We are rapidly ex¬ 
panding our electric generating facilities, and building a transmission and distribu¬ 
tion network to take this electric power throughout the country. We are building 
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new and better conimunications systems. We arc building new schools, hospitals, 
dispensaries, new engineering colleges, technical high schools, vocational training 
facilities, and essential public buildings, of all kinds. We are sending many of our 
best young people abroad for advanced study. 

The Agricultural Sector 

I cannot go into detail at this time with respect to all these avenues of activity 
and progress without writing that book with which T threatened you earlier. But 
let us take just one sector, the agricultural sector, and review very briefly the 
progress which has been made in the position and status of the cultivator, and the 
benefits received by him. Over these years wc have taken steps to safeguard the 
cultivator in his tenure on the land. We have protected him as to the rents he 
must pay. We arc engaged in a land nationalization and distribution scheme which 
has already given tens of thousands of farm families land which they never had 
before. Wc have extended crores of loans to the agriculturalists at moderate rates of 
interest, far below the extortionate rates they have had to pay to private money 
lenders. Wc have expanded the agricultural extension service to teach improved 
farming practices — to encourage the use of better seed, insect and pest control, 
fertilizer use, etc. We have brought pump and other irrigation to the countryside; 
introduced mechanization; sent in mass education teams to help the cultivator in all 
aspects of his daily and village life; built model villages; assisted him in the establish¬ 
ment of cooperatives; given him price supports when necessary; sunk tube wells; 
erected schools and clinics; brought medical assistance within his reach; and made 
grants in which he had a voice in allocating for ponds, tube wells and a variety of 
other locally-needed projects. The cultivators are the heart and soul of Burma. They 
and their families constitute perhaps four-fifths of the total population of this coun¬ 
try. By bringing all these reforms and benefits to the cultivator and his family, we 
have been bringing economic progress to Burma. 

Other Changes 

I have not yet mentioned the many institutional and structural changes we have 
introduced in the national economy for the benefit of our people. The State has 
gone into trading, into banking, into insurance, into the import trade, into the 
export trade, into industry. In each case the object has been to advance the na¬ 
tional economy and to increase the benefits which may be brought to the people, 
in terms of recapturing profits which would otherwise go to middlemen, in pro¬ 
viding goods and services at lower prices, and in establishing better balance and 
increased productivity in the national economy. I shall not deny — indeed I have 
already affirmed and shall again affirm in this speech — that all this activity has 
not been without its drawbacks. These attempts have strained our resources. They 
have not in all cases been carried out with efficiency and adequate management. 
They have revealed many flaws in our ability to do so many things at once, and to 
do them effectively. Wc must not ignore however that they do reflect, at least in 
some degree, positive achievements and benefits. 
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International Aspects 

1 he position of our national economy has also been strengthened in its inter¬ 
national aspects. This may sound odd to sonic, in view of the decline in our foreign 
exchange reserves from the level of some years ago. On the whole, however, I 
think the statement is a correct one. We have paid off our pre-war uebts. We have 
demonstrated the basic soundness and credit-worthiness of our economy, so that we 
could borrow substantial sums from the World Bank, from India, and from the 
United States to contribute to our economic development. We have been able to 
establish very substantial credits with other countries, such as West Germany, the 
USSR and China. We have negotiated and arc now utilizing effectively a repara¬ 
tions settlement with Japan. We have bolstered our foreign exchange position by 
arranging to buy for kyats large quantities of agricultural commodities from the 
United States. We have made trade agreements with many countries which have 
assisted in disposing of our rice surplus and which have encouraged increased trade 
in other commodities as well. We have obtained valuable technical assistance from 
the United Nations, received valuable aid under the Colombo Plan, and utilized 
the technical services of engineering, economic and other specialists from many 
countries whether under the auspices of institutions like The I^ord Foundation, or 
of friendly nations like Yugoslavia, Israel, the USSR and China, or in our direct 
employ. 

Policy 

Our economic policies have progressed during these years. I would draw partic¬ 
ular attention to our private investment policy, as expressed in our statement of 
1955, and in the hire-purchase loan scheme carried on by the Industrial Develop¬ 
ment Corporation for the last two years. But economic policy has not developed as 
rapidly as has our physical progress in these past years. We shall remedy this in our 
Four-Year Plan. 

Finance 

No description of the course of our national economy since Independence would 
be complete without some reference to the course of our finances, and to prices. 

From 1951-52 to 1956-57, Union Government budgetary receipts rose from 
about 71 crores to about 126 crorcs. Budgetary expenditures rose at the same time 
from approximately 65 crorcs to approximately 126 crores. The receipts include 
rehabilitation contributions. The expenditures include advances to Boards and 
Corporations. During this time our domestic debt, exclusive of ways and means 
advances, grew from 7.7 crores at the end of 1951-52 to 93.4 crores in May, 1957 — 
an increase of 85.7 crores. This is indeed a large growth in the domestic debt. But 
this increase was incurred to create capital assets owned by the people which will 
yield continuing benefits to the national production and welfare. Also, the debt, 
in relation to the total annual output of the country, is not as large as it is in most 
other countries, nor is the interest burden a heavy one. If we can keep this debt 
from growing too rapidly, — and this we propose to do — we shall have nothing 



6 i8 Appendix I 

to fear on this score. As for our external debt, this at the present time is substan¬ 
tially less than it was at the end of 1951-52. 

Prices 

In evaluating what has happened to prices, the most significant index which can 
be used is that which measures the prices of articles and services most commonly 
purchased by the great mass of consumers. The prices of luxury goods purchased 
by a relatively small number of people are interesting and significant in many 
ways. Hut in all countries of the world, it is recognized that the consumers’ price 
index is the most important yard-stick. 

In Burma, after Independence, there was a gradual rise in prices. There are sev¬ 
eral reasons for this. 

In the first place, when a country builds more schools, more hospitals, more 
roads, and more industrial plants, for the development of the social and economic 
fabric of the country, there is an inevitable rise in prices. This is an economic law. 
For instance, Burma exports yearly rice, timber and minerals. The foreign ex¬ 
change thus brought in by exports has to be used for buying consumer goods. As 
the materials, such as steel, needed for building a great many schools and hospitals, 
and the equipment needed for the national transport system have to be brought 
on a large scale from abroad, not much foreign exchange can be spared for im¬ 
porting consumer goods. And as imports of consumer goods go down, prices rise. 
At the same time, deficit financing involves increasing the supply of money in the 
country. Thus prices have risen. 

The second factor in the rise of prices here is that world prices themselves have 
risen. In industrial countries like the USA, Germany and other European coun¬ 
tries, prices have gone up four to six times higher than the pre-war figures. There 
was a slight decline for a time, but since then world prices have risen gradually. 
Burma has had to buy manufactured goods from these industrial countries, and 
prices in Burma have kept pace with the rising world prices. This rise in prices 
has occurred also in the Soviet Union, China, Poland and East Germany since their 
international trade is also geared to world prices. Recently, in an issue of the 
American magazine Netvswce\, there was an interesting comparison which was 
based on the official cost-of-living indexes of 53 countries, for the period lanuary, 
1948, to December, 1956. Only six out of 52 other countries showed cost-of-living 
increases smaller than Burma’s 12 per cent increase for the period. Compared with 
our 12 per cent increase, the cost of living in the United States increased 15 per 
cent; that of West Germany, 18 per cent; Canada and Italy, 25 per cent; the United 
Kingdom, 34 per cent; France, 52 per cent; Japan, 55 per cent; Sweden, 29 per 
cent; New Zealand, 33 per cent; Australia, 52 per cent. 

Let us examine the increase in the cost-of-living of those countries which have 
recently become independent nations like Burma, or which are striving for progress 
and are engaged in nation-building tasks in the field of education, social welfare 
and economic development just as our country is doing. India, which did not suffer 
the ravages of war like Burma, has an increase in the cost-of-living of 15 per cent; 
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Malaya, 28 per cent; Thailand, 35 per cent; Indonesia, 59 per cent; Israel, 66 per 
cent, and Korea, 99 per cent. 

Need I say more? Clearly, the entire world has been going through a process of 
continuing inflation, from which Burma could scarcely expect to remain immune. 
As regards prices, we may indeed have been more fortunate than we have realized. 

Sir, this rise in prices, although we may say that the situation in our country is 
comparatively better than that in other countries, is in reality neither a desirable 
nor a welcome phenomenon. Therefore, the Government has already taken meas¬ 
ures to combat the rise in prices, and the Government is resolved to take additional 
measures in the future to cause a decline in prices. 

But, let me take this opportunity, Sir, to stress one or two points in connection 
with this matter. 

However hard the Government may endeavour to prevent prices rising and to 
cause prices to decline, if the commercial circles and the public will not give the 
Government their whole-hearted support and co-operation, prices will not decline 
as much and as fast as they should. 

If prices are really to become lower effectively, the Government on its part will 
have to ensure an adecjuate supply of consumer goods in the country. At the same 
time, the importers, distributors and traders will have to curb their desire ior 
large profits. The public also will have to exercise the utmost restraint so as not 
encourage directly or indirectly black-marketing. 

If there is this concerted action and whole-hearted co-operation on the part of 
the Government, the commercial circles and the public, the rise in prices is bound 
to be halted in the quickest possible time. 

Summary 

Mr. Speaker, Sir, how then shall we sum up the progress which has been made 
in the national economy since Independence? Wc have finally restored production 
until it is now very close to that of pre-war. We have established a better balance 
in the economy, so that we shall no longer be as dependent as we were before on 
the production of a few key commodities for export. We have made great strides 
toward the restoration of our essential services in transport, electric power, com¬ 
munications, etc. We have raised standards of living and welfare. We have been 
making large capital investments in transport and communications, electric power, 
industry, social services, etc., which will contribute greatly to future production 
and welfare. We have begun to encourage private investment, both domestic and 
foreign, to contribute to our national output and well-being. We have kept our 
finances sound. We have kept price increases within reasonable bounds, and have 
contained them. 

In short, considering the conditions from which we began and the difficulties 
which have plagued us, we do not need to be ashamed of what wc have accom¬ 
plished in these years. In fact, I think that on the whole we can take a considerable 
amount of pride in our achievements. Please recognize that when I say this I find 
no room for smug complacency. On the contrary, I think wc must be highly self- 
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critical of these accomplishments, because wc could and should have achieved 
even more than we did. But our weaknesses were not the fault of indifference and 
lack of effort. They resulted for the most part from over-ambitiousness and over¬ 
eagerness to do everything at once. Fortunately, wc have learned from this experi¬ 
ence. 

Sir, the lessons of our experience can perhaps best be brought out in connection 
with consideratioji of the FJght-Year Pyidawtha Plan. 

II. The Eight-Year Pyidawtha Plan 

Goals 

The Eight-Year Programme envisaged a rise of 78 per cent to 700 crores (in 
1950-51 prices) in the total output of the national economy by 1959-60. Per capita 
national output was to increase by 62 per cent. Per capita consumption was to in¬ 
crease by 52 per cent. These increases in output and in consumption were to be 
achieved chiefly by a net capital investment of 750 crores, both public and private. 
Quite detailed plans were prepared for investment in the various sectors of the 
economy — agriculture, minerals, timber, transportation, communications, indus¬ 
try, electric power, schools, hospitals, housing, and so on. 

Assumptions 

This Eight-Year Plan was based, as all plans must be based, on certain major 
assumptions. The most important of these assumptions had to do with law and 
order. We assumed for the purpose of the plan that law and order would be 
substantially restored within three years after the beginning of the plan period. 
Another major assumption was that the price of rice in international markets 
would decline only moderately. A third major assumption was that we would 
succeed by a variety of means in meeting the shortage of managerial, administra¬ 
tive and technical skills that would inevitably be encountered in the execution of 
the plans. 

I do not need to tell you that none of these major assumptions has proved to be 
completely valid. While very considerable forward strides have been made in 
achieving law and order, this progress has been far less than we hoped for or 
needed to have. Our failure to establish the degree of law and order necessary to 
successful fulfilment of the plan has been the most serious single obstacle limiting 
the progress of the national economy thus far. So far as the price of rice is con¬ 
cerned, the decline in the price of rice in international markets has been greater 
than was anticipated. I would point out, however, that this has not been as serious 
a blow to the success of our plans as some people seem to think. After all, the chief 
result of this difference in the price of rice has been that instead of being able to 
finance our development scheme entirely out of our own resources, as we thought 
we would be able to do, it has been necessary to turn abroad to meet the deficit 
in our own resources. Thus, while the decline in the price of rice temporarily 
slowed us down until we could establish loans and credits abroad, such loans and 
credits have been obtained without undue delay. The price of rice has therefore not 
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L>ecn so critical a factor in limiting our tlcvdopmcnt efforts. Far more serious than 
this have been civil disordei and the shortage of managerial, administrative and 
technical skills. 

Investments 

In spite of these and related difficulties, we made very considerable forward 
strides, as 1 have just enumerated, in the first half of the Eight-Year Plan. In the 
four years 195^' 53 ^ 955 “ 5 b, the Government made capital investments of pist 

over 170 crorcs, an average of some 43 crores per year. Of this, some 16 crores, or 
g per cent of the total, went to agriculture, irrigation and forestry. C^dose to 4;^ 
crorcs, or 25 per cent, went to transportation anti communications. About i8.s 
crorcs, or almost ii per cent, went to electric power. Investment in industry 
amounted to some 19.5 crores, more than ir per cent of the total. Building con¬ 
struction, including schools, hospitals, and housing, took 27 crorcs, or 16 per cent 
of the total. Some 36.4 crorcs, or more than 21 jut cent of the total, went to 
defence. 

Continuous Planning 

I do not want the impression to prevail that we proceeded with the Pyidawtha 
Plan right up to the present time, only to discover all at once that things were wrong, 
and that radical changes were necessary. Nothing could be further from the truth. 
We started to amend and adjust the Pyidawtha Plan almost from the very begin¬ 
ning in the light of new information, additional studies, experience and changing 
circumstances. Investment schedules were modified from year to year in accordance 
with the prevailing financial situation and outlook. The plans ior some basic sec¬ 
tors— as in the case of electric power — were changed in significant degree al¬ 
most at the very outset of the plan. With the decline in the price of rice and the 
stringent foreign exchange position which developed during igS4, an intensive 
review was made of the entire investment programme, and sharp reductions were 
effected. Late in 19S5 we worked out a three-year investment schedule on a much 
more austere basis than had hitherto been planned. Again, early in 1936 when we 
had succeeded in obtaining loans from India and from the World Bank, and in 
negotiating an agreement for the purchase of surplus agricultural commodities 
from the United States for domestic currency, and when we could envisage still 
further loans and credits from abroad, we undertook once again an intensive re¬ 
view in which all agencies of Government participated, and formulated a revised 
Four-Year Programme of capital expenditure to cover the second half of the Eight- 
Year Plan period. By July, 1956, the first year of that Four-Year Plan was ap¬ 
proved and incorporated into the Budget for 1956-57 — the current financial year. 

Since the preparation of the 1956-57 budget, the planning job has continued. By 
March of this year the forward plans for the next three years, through 1959-60, had 
been thoroughly reviewed and reformulated. The Four-Year Capital Expenditure 
Programme is therefore not a hasty improvisation. It is an out-growth rather of a 
continuing process of modifying and adjusting our basic plans right through the 
years. What I called for in my June speech and directives was not the formulation 
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of a new Four-Year Plan for capital expenditure — this we already had — but 
rather a modification of it to ensure better implementation and policy, with greatly 
increased emphasis on law and order, fire prevention, efficiency, morale, educa¬ 
tion, investment policy, and the like. T'his will involve, to he sure, modifications 
in the Four-Year Capital Programme. But it is aimed primarily at utilizing the 
lessons learned in recent years in achieving even greater progress in the years im¬ 
mediately ahead. 

III. The Lessons of Our Recent Experience 

Mr. Speaker, Sir, what were the lessons of our experience these past years 

1. First, we have learned that without the complete restoration of law and 
order, our efforts at economic and social development cannot fully succeed. 
However hard we try, our energy and material resources in large part will 
be wasted, and go down the drain. 

2. vSecond, we have come to appreciate more clearly the importance of the basic 
sectors of our economy. Agricullurc, timber and minerals must be restored 
to at least their pre-war output before satisfactory gains in other important 
sectors of the national economy can be made and sustained. 

3. Third, we have learned that new industrial ventures require intensive prep- 
aration, organization, supervision and management in order to be success¬ 
ful. Technical and economic studies must be made. Manpower must be 
found. Careful co-ordination must be provided so that the projects may go 
forward on all fronts in an orderly way. Skilled management must be found 
for their operation. In many cases domestic raw materials must be developed 
— cane for sugar factories, jute for the jute mill, scrap for the steel rolling 
mill, and cotton of proper quality for the spinning and weaving mill. 
Labour must be trained, efficiency must be achieved, proper accounting sys¬ 
tems must he introduced, marketing methods must be developed, distribu¬ 
tion must be worked out. Our small group of able and trained people while 
having to cope with all these tasks in the industries we have already under¬ 
taken, have not been able, at the same time, to plan and initiate activities 
for the further expansion of slate-owned and operated industries. 

4. A fourth lesson which has come home to us with increasing force in recent 
years is the fact that the morale of our public servants has deteriorated very 
considerably, and that until radical steps are taken to improve this morale, 
all efforts of Government toward economic and social betterment must be 
badly retarded by this factor. 

5. Fifth, for a variety of reasons, efficiency throughout the Government’s 
operations, and particularly in the Slate-owned Boards and Corporations, is 
at a very low level. This means that costs are far higher than they should be; 
that revenues are lower than they should be; that prices to consumers are 
higher than they ought to be; that where moderate profits should be en¬ 
joyed, losses are incurred; and that where large profits might be expected, 
only very small profits are received. Obviously, strenuous efforts arc called for 
to achieve higher levels of efficiency. 
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6. Sixth, and closely related to some of the lessons I have already mentioned, is 
the realization that too much centralization is a bad thing. Over centraliza¬ 
tion of authority and responsibility for the Government’s far-flung activities 
mean the hopeless overburdening of a relatively small number of people at 
the very top who cannot give adcc]uate time and attention to the many 
problems involved, which range all the w^ay from questions of major policy 
down to the smallest detail. It has become quite clear that if the Government 
apparatus is to function smoothly, and if our efforts at development arc to 
go forward unhampered, there must be far more decentralization and 
delegation of authority and responsibility than has been the case till now. 
At every level of execution and management, there must be exercised that 
degree of authority and responsibility which is apj>ropriatc to the level 
concerned. Oflicers at every level must exercise judgment and initiative. We 
cannot afford to have oflicers at any levels fearful of making decisions af>- 
propriate to their oflice, and passing responsibility for such decisions as 
these up and up for approval by higher authority before acting, until they 
reach the very highest levels of Government. This is managerial constipa¬ 
tion. 

7. Seventh, we have learned that Cjovernment just cannot undertake responsi¬ 
bility for everything that needs to be done. Ways and means must be found 
to permit or encourage or assist the private sector to do those things which 
are necessary, and which the private sector is capable of doing. No Govern¬ 
ment can do everything. It was our inclination, when we saw a need for 
something to be done, to think first in terms of having the (Jovernment do it. 
Wc must change this thinking. We believe the Government should under¬ 
take only those tasks which are aj)propriate to undertake, leaving other 
tasks to co-operative organizations and the private sector. 

8. The eighth lesson is that if we are to invest for economic and social develop¬ 
ment, and if wc are at the same time to avoid inflation, the people of the 
country must contribute in reasonable degree to the financing of this in¬ 
vestment. Only two-fifths of our capital outlays in the four years ending 
ipi5c5~c56 were financed by taxes and other current earnings of (Tovernment. 
Of the remaining three-fifths, one-hfth was financed (a) by a sizable reduc¬ 
tion in our foreign exchange reserves; and (b) to a limited extent by repara¬ 
tions, loans from abroad and private savings in Burma; and (c) almost two- 
fifths of the total by an increase in the domestic money supply — in other 
words, by deficit financing. For the next few years, as matters have stood till 
now, wc could anticipate an even smaller relative contribution toward 
planned capital expenditure from taxes and other current earnings of Govern¬ 
ment. We shall have to rely in very large measure on reparations and on for¬ 
eign loans. But it is also imperative that we contribute more out of current 
taxes and earnings of Gfivernrnent if we are to avoid inflation. Wc can do this 
by improving the efficiency of our Government enterprises and of our tax col¬ 
lections, and by stimulating private savings. To some extent we shall have 
to do it also by increasing some tax rates or by introducing some new tax 
measures. 
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(j. Still another lesson we have learned is the importance of a high level of 
availability of goods for consumers’ use both through increased domestic 
production and increased imports, to counteract the otherwise inflationary 
influence of large scale Government expenditures for development, and 
the need for improved efficiency in the distribution of those goods. 

10. Finally, but in a somewhat different category from these lessons 1 have 
mentioned, is the recognition that our educational system must be basically 
improved, that the periodic and costly fire scourge must be eliminated, and 
that the city of Rangoon must be rehabilitated. 

The SAME 

Mr. Speaker, Sir, to illustrate some of the points I have made, let us take the case 
of the SAMH. Only a few short years ago, the affairs of that vitally important 
agency of (fi)vernmcnt were in a terrible mess. Unsold surpluses had accumulated 
in huge quantity. Adequate storage could not be provided, and large quantities of 
rice were spoiled or deteriorated. Large scale rejections by buyers at shipside re- 
suited in the inefficient use of lighters, which became in effect floating godowns 
for rejected rice. Transit sheds were used for permanent storage, and prevented 
efficient use from being made of Ahlone Wharf. When SAME stopped storing 
rice, and stored paddy instead, it had to arrange for milling on SAME account. 
This involved extra storage, handling, transport and other costs, as well as an 
organization SAME did not have. This was not all. SAME was not equipped to 
buy paddy selectively or efficiently, to arrange for prompt payments, to keep track 
of its stocks, etc., etc. The situation grew quite desperate indeed. 

However, early in 1954, with the help of our economic consultants, we prepared 
a programme for improving rice quality and marketing. Slowly, since that time, 
we have been correcting the mess, and extricating ourselves from the morass. 
With lower prices and increased sales, private millers are buying more paddy. 
Premiums for quality rice have led to more selective buying, and more quality rice. 
Storage facilities and practices have been notably improved. Transit sheds have 
been cleared and others constructed, Ahlone Wharf is being used more efficiently. 
A start has been made on additional wharf facilities, on a market intelligence and 
research programme, on a mill improvement programme. Operational statistics, 
internal management organization, invoicing and collections, have all been im¬ 
proved. 

Despite all these gains, much yet remains to be done. The Eoard must be given 
more authority to make business decisions in a business-like way. Excessive costs 
must be reduced. Better milling, handling, stock control, cost control and co¬ 
ordination of procurement, sales, stocks and shipments must be achieved. 

While the details are different, a somewhat similar story can be told about almost 
every Government-owned enterprise. 

Our Mistakes — In Perspective 

In enumerating thus the lessons learned from experience in recent years, it will 
be clear that this is equivalent to saying, we have made many mistakes. There will 
be some, no doubt, who will attempt to make political capital out of this admission. 
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This does not worry me. First, if wc have made mistakes, the honest thing to do is 
to admit them. Wc w'ill never try to conceal them. Second, it is natural for a young 
government to make mistakes. Only in this way is it possible to learn. The only 
way to avoid mistakes is to make no decisions and attempt no improvements. Rut 
such a do-nothing policy would be the greatest mistake of all. Third, we are 
learning from our mistakes, and correcting them. Fourth, we are not the only 
government which makes mistakes, as can readily be dc*monstrated. 

I would refer, in this connection, to a study recently prepared and issueil by the 
World Bank, based on the reports of twelve economic survey missions sent by the 
Bank to Colombia, Guatemala, Nicaragua, Cuba, Mexico, Ceylon, Turkey, Iraq, 
Nigeria, Jamaica, British (iiiiana and Surinam in recent years. Reading this re¬ 
port, one could readily think it was about Burma. I’he same basic conditions, 
problems, mistakes and needs arc revealed throughout. Key words and phrases 
similar to those I have used are also found there: poor management; inefficient 
public administration; excessive government intervention in the economy; the need 
for agricultural development; the need to stimulate private investment in industry; 
the need to develop transport, highways and electric power; the need for better 
administration of education, for maintenance of financial stability through in¬ 
creased taxation and savings; for encouragement of private enterprise; tor favour¬ 
able treatment of foreign capital; and for the improvement of public administra¬ 
tion. Does not all this sound very much like ourselves? 

Sir, to take a few other examples, the Soviet Union, as a (Government, is much 
older and more experienced than we. Yet look at the colossal mistakes they have re¬ 
cently admitted: the mistake of the personality cull, the mistake of the over-cen¬ 
tralization of control of industry, the mistake of over-collectivization in agriculture, 
the mistake in their diplomatic relations with Yugoslavia. People’s Republic of 
China admits to having made serious mistakes in failing to recognize and correct 
the contradictions between the Communist Party and the people, and in its agri¬ 
cultural policies. 

Prime Minister Chou En-lai’s Report on the Proposals for the Second Five-Year 
Plan abounds with references to mistakes made during the first F'ive-Year Plan. 
FIc admits to excessive grain collections as a result of which “discontent arose 
among a section of the peasantry.” He says “Wc erred on the side of setting (in¬ 
dividual) targets too high or too low”; he mentions “inappropriate cuts in in¬ 
vestments,” plans which were “not quite satisfactorily fulfilled,” failures “to strike 
a proper balance,” and a tendency to do many things at once and (to) be “im¬ 
patient for success.” There were, he says, “difficulties in finance and waste of man¬ 
power and material resources.” There were “over-estimates” and “under estimates” 
and “one-sidedness.” He admits “wc still lack experience in planning, and our 
plans are often incomplete and inaccurate.” He mentions “subjectivism and bureauc¬ 
racy among the leadership” at higher levels, and “commandism at lower levels.” 
He refers to lower organizations “inundated with official documents, telegrams and 
forms,” and to negligence which results in “big mistakes and great losses.” 

Yugoslavia has admitted the mistake it made in concentrating too much on 
heavy industry, as compared with light industry. 

Turning to a less political type of problem where industrial efficiency is con- 
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cerned, I should like to remind you that even in a great and efficient industrial 
economy like the United States, not every industrial investment manages to 
succeed. It is quite common there for new industrial ventures to lose money for 
the first three or four years, while their labour is being trained, production volume 
is being increased, and various difficulties are ironed out. True efficiency and lower 
costs are achieved only after continued and time-consuming efforts. Even then, 
many firms are unable to survive the competitive struggle, and fail, or are taken 
over by other firms. 

The American automobile industry, world famous for its size and efficiency, is 
now made up of three giant firms — General Motors, Chrysler and Ford — and 
a very few others which are in great financial difficulty. What very few people 
(including most Americans) realize is, that these few firms are all that remain of 
several hundred automobile manufacturing companies which survived only a 
short time, and then disappeared from the scene. 

Those who compare the inefficiency of State Enterprise with the efficiency of 
private enterprise should remember that not all private enterprise is efficient. The 
so-called profit system is really a profit-and-loss system, and the system is not free 
of losses. I do not wish to condone our inefficiency, or our other mistakes. I merely 
wish to place them in proper perspective. Of course we must correct our mistakes. 
It is unfortunate that they are made. But let us not regard them as unnatural or 
calamitous. Let us rather be thankful that we can perceive them, atid take vigorous 
and constructive action to correct them. 

Sir, how do wc propOsSe to remedy the failings 1 have iust described? We propose 
to do this in two ways — (i) by our modified Four-Year Plan for Capital Ex¬ 
penditure through 1959-60; and (2) by a Revised Plan for Better Implementation 
and Policy. 


IV. The Modified Four-Year-Plan for Capital Expenditure 

Mr. Speaker, I have already described the history of the preparation of this 
modified Four-Year Plan for Capital Expenditure. You have seen that it is not the 
hasty product of a month’s work, but rather the culmination of the work of years. 
Let me now describe to you some of the key features of this Plan. 

1. The plan was related realistically to the financial resources which we have 
in firm prospect, or on which we can reasonably count. 

2. The plan aimed at achieving a balance in our foreign exchange receipts and 
payments. 

3. The plan provided for a large programme of imports for private use to 
counteract inflationary influences. 

4. The plan was based on clearly defined priorities and criteria. Within the 
resources likely to be available, it aimed at achieving the maximum increases 
in output consistent with financial stability. It placed a much heavier em¬ 
phasis than heretofore on the primary sectors of the economy — agriculture, 
forestry and mining. It gave emphasis to projects which would either save 
or earn foreign exchange. It limited new industrial enterprise to a few 
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projects for which capable management is assured. It looked to the further 
development of a balanced and co-ordinated economy. It struck a sound 
balance between productive projects, basic services and social welfare projects. 
It provided for the orderly completion of projects already under way. It 
made only tentative provisions for projects on which additional technical and 
economic studies still need to be made. It provided for the geographic dis¬ 
persion of projects. Wherever possible, considerations of specialized maiv 
power and management requirements were taken into account. 

So much for the general aspects of the Plan. 

More specifically, the modified Four-Year Plan aimed at a real increase in the total 
output of the national economy of 28 per cent from 1955-56 to 1959 -60. It antici¬ 
pated a real increase of 21 per cent in output per capita. Total consumers* pur¬ 
chases during this period were to increase by 33 per cent. Consumption per capita, 
it was anticipated, would increase by 26 per cent at the same time. The value of 
agricultural production was to increase by 23 per cent, paddy acreage by 17 per 
cent, all other agricultural acreage by 15 per cent, and the tonnage of rice exports 
by 30 per cent. Acreage under irrigation \vas to rise by 18 per cent, teak extraction 
by 130 per cent and crude oil extraction by 58 per cent. Railway freight ton miles 
were to increase by 44 per cent, passenger miles by 25 per cent, tonnage going 
through the port of Rangoon by 25 per cent. 

Why then has this Plan not yet been accepted by the Covernment, and why arc 
we not yet in a position to present this Plan, in all its details, to the Parliament? 
This is because, at the same time this Plan was being worked out in detail, it be¬ 
came increasingly clear to us that first priority had to be given to law and order, 
and that it was absolutely necessary to initiate a major effort to establish law and 
order throughout the country in the shortest possible time. Obviously, this effort, 
which we arc now organizing and equipping ourselves to make, will make a 
substantial additional claim on our financial and other resources. So great an ad¬ 
ditional claim obviously requires a reduction in the funds available for the na¬ 
tional economy and for social welfare. This means that the March plan must be 
vetted and adjusted to make room for the new law and order requirements, if an 
excessive drain on our foreign exchange reserves and an undue pressure on domes¬ 
tic prices are to be avoided. We have worked very hard to adjust these allotments 
for the next fiscal year, 1937- 38. These adjustments arc already incorporated in the 
Budget for next year. But we have not yet had the time to work out all the details 
for all the Board and Corporation programmes, or for the remaining two years of 
the Plan. This work will be continued with all possible speed. 

However, I do not believe that the reduction in investment in the national econ¬ 
omy which will now be required on account of the intensified law and order cam¬ 
paign wdll result in less production and economic growth than would have resulted 
from higher levels of investment. I believe that substantial improvement in the 
state of law and order will, in and of itself, result in marked increases in agricul¬ 
ture, timber and mineral production, in improved and less costly transport and 
trade, and in increased manufacturing activities as well. In other words, while we 
shall add fewer new productive facilities in the next three years, we should be able 
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to obtain improved use of the productive facilities we already have. I expect there¬ 
fore a very sizeable increase of some 5 or 6 per cent a year in our total national 
production in each of the next three years, despite a lower level of productive in¬ 
vestment, provided that our efforts to improve the state of law and order are 
successful. 

Modification of the Four-Year Plan, while due in major degree to our decision 
to inaugurate a greatly strengthened law and order campaign, will be affected by 
other factors as well. New emphasis and priority to achieve fire prevention, im¬ 
proved efficiency in the Government Boards and Corporations, improved rehabili¬ 
tation of Rangoon town, and other objectives slated in my June speech and direc¬ 
tives, will also involve changes in the Plan. But I wish to emphasize that we shall 
be modifying the Four-Year Plan, not only with respect to capital expenditure, but 
with respect to implementation and policy as well. It will be not only a Four-Year 
Plan for Capital Expenditure, but also a plan for better implementation and policy. 
It will be appropriate therefore if 1 now describe some of the policies which we 
shall emphasize. Needless to say, these arise clearly out of the lessons we have 
learned from experience in recent years, and which I earlier described to you. 

V. The Revised Plan for Better Implementation and Policy 

It is now time to describe how we plan to rectify our mistakes of recent years in 
order to achieve better implementation and policy. 

I. Law and Order 

The establishment of law and order will be from now on the first priority task 
of this Government. Nothing will be permitted to stand in the way of the achieve¬ 
ment of this goal. The Law ond Order Committee has recommended more and 
better guns, ammunition, uniforms, communications equipment, patrol boats, im¬ 
proved staff quarters, better roads, and a variety of other needs, to accomplish this 
goal. These things may cost a great deal of money — perhaps as much as an addi¬ 
tional 20 crores of kyats a year. But I say without the slightest hesitation that, what¬ 
ever the increase in expenditures necessary to achieve our aims, that money will be 
provided. If we can obtain special loans from abroad for this purpose, so much the 
better. But even if it means a drastic reduction in our cherished plans for economic 
and social development, the money necessary will be provided. 

But I also want the Parliament, the country, the military, the police, and every¬ 
one else concerned to understand this: what is involved in re-establishing law and 
order is, in the first instance, not money, but determination. We must be deter¬ 
mined to stamp out and eradicate this social cancer that is eating away the vitals of 
our country. The key words must be initiative, intelligence, communications, mo¬ 
bility, imaginative tactics, and above all, determination. I call upon the military, 
the police, and the civil administration to mark these words. And I call upon the 
people throughout the country to co-operate with the authorities and the armed 
forces in eliminating this scourge. 
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2. Agriculture, Timber, Minerals Production and Exports 

The modified Four-Year Plan for capital expenditure provides ample funds for 
the restoration of production and exports in these vital primary sectors. Primary 
production w’ill also benefit greatly from the restoration of law and order, and from 
various other measures to be described below. 

3. State Industrial Ventures 

First of all, we shall definitely slow down so far as new State-owned industrial 
ventures are concerned, until we consolidate the advances made thus far. State- 
owned industries must be brought to a reasonable state of efliciency. This will be 
achieved by a combination of measures, including more concentration of time, 
attention and energy; an improved supply of raw materials; greater autonomy of 
operation; and the enlistment of private financial and managerial participation in 
appropriate projects. 

New industrial ventures will be undertaken only in partnership with private 
capital and know-how, or when satisfactory management arrangements can be 
made in advance. The Industrial Development (x)rporation, which has supervisory 
responsibility for the operation of most of the State-owned industries, will be re¬ 
organized and supplied with experienced management personnel to enable it to do 
this job. 

4. Increased Efficiency in the Government Boards and Corporations 

When I refer here to the Government P>oards and Corporations, I refer also to 
the State-owned industrial enterprises. 

It is easy to over-simplify the problem of greater efficiency. Nevertheless, I am 
convinced that a major and perhaps prior .step in achieving this objective is the 
placing of responsibility more squarely on the shoulders of the Boards of Directors 
responsible for their operation. Especially when the Government enterprises con¬ 
cerned are engaged in operations of a commercial type, they must be given freedom 
to make the decisions involved in day-to-day operations. 

Secondly, such Boards of Directors should not be limited to Government serv¬ 
ants, many of whom lack necessary experience and business judgment. Competent 
laymen — lawyers, accountants, bankers, industrialists, engineers, and the like — 
should also be asked to serve on these Boards of Directors, and serve their country 
in this way. 

Thirdly, and of prime importance, is the need for improved and more timely 
accounting in the Government enterprises. We shall now insist on regular and 
timely accounts and balance sheets. 

Each of the Government Boards and Corporations will he studied during the 
course of the next year by a technical staff composed of economists, engineers, ac¬ 
countants and management specialists, under the aegis of a high level policy Com¬ 
mittee. Recommendations will be made to reduce costs and to improve operating 
efficiency. Where necessary, expert assistance will be brought in from the private 
sector or from abroad. 
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5. Encouragement of Investment by the Private Sector 

We shall look increasingly to the private sector, and encourage, permit and assist 
it to do many things which till now have been undertaken by the Government. 

In the field of industry, for example, wc shall propose legislation to stimulate 
foreign and domestic private investment in industry, which will go considerably 
beyond the Investment Policy Statement of r9S‘5* 

We shall establish a Development Bank to assist enterprises in appropriate ways. 

As soon as appropriate plans can be developed, wc aim to encourage and assist 
private capital to engage in the construction of low-cost or low-rent housing units. 

The administration of the Foreign Exchange Control of the Union Bank will 
be liberalized and speeded up, to permit profit remittances by foreign private 
limited companies under proper safeguards, in advance of their tax assessments; 
to speed up procedures; to liberalize salary remittances; etc. 

We shall recognize the constructive contribution which resident foreign minority 
groups can make to the development and operation of our economy, and make it 
increasingly {>ossible for them to make that contribution. 

7 'hese policies may lead some to ask — are we abandoning Socialism? My an¬ 
swer is — No. We arc however modifying somewhat our ideas of what Socialism 
is, and how it can work effectively in the modern world — and especially, in an 
under-developed country like Burma. Socialism has changed, and come of age, in 
the modern world; and wc must change with it. No longer is Socialism neces¬ 
sarily identified with Government ownership and operation of the means of pro¬ 
duction. 

Moreover, in carrying out the aims of Socialism, we have to bear in mind one 
primary factor, namely, the danger of over-hastiness. I should explain why we 
cannot afford to ignore this danger. When, for instance, wc intend to nationalize 
an enterprise, or to initiate a State industry or a State project, we will have to 
consider deeply the following two requirements: 

(1) Whether we have qualified and adequate managerial piersonnel for the 
enterprise, and 

(2) Whether wc have qualified and adequate technical staff for the enterprise. 

But over and above these two requirements, what is of the highest importance 

is the need to examine carefully whether or not the staff and the employees con¬ 
cerned with the execution of the enterprise are really imbued with the ideals of 
Socialism, and whether or not these people arc firm believers in Socialism. 

A State enterprise is not like a private enterprise. In a private enterprise, because 
of the profit motive, the owner of the enterprise: 

(1) works hard, and does not countenance employees being negligent or idle; 

(2) is tactful in personal relations concerning the work, but does not mind being 
disliked and unpopular in the interest of the enterprise; 

(3) is mindful of wastage and loss; 

(4) is always endeavouring to acquire more technical or professional knowledge 
necessary for the enterprise; and 

(5) has no need to steal from his own enterprise, nor does he countenance any 
stealing by employees. 
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In a State enterprise however, there is no profit motive for the managerial per¬ 
sonnel or the employees. Therefore, only when such personnel and employees are 
firm and convinced believers in Socialism, will they — 

(1) work hard themselves, and will not countenance other employees being 
negligent or idle; 

(2) be tactful in personal relations concerning the enterprise without being 
afraid of being disliked or unpopular in the interest of the enterprise; 

(3) prevent wastage and loss; 

(4) endeavour continually to acquire technical or professional knowledge for the 
success or improvement of the enterprise, and 

(5) neither be guilty themselves of stealing from the enterprise, nor countenance 
any stealing by other employees. 

If, on the other hand, managerial personnel and employees of a State enterprise 
are not firm and convinced believers in Socialism, they — 

(1) will take every opportunity to be idle and negligent in their w'ork, and even 
if they themselves are not negligent or idle, will not interfere with other em¬ 
ployees being negligent or idle; 

(2) will not be tactful in personal relations concerning the enterprise, and will 
avoid incurring dislike or unpopularity even in the interest of the enterprise; 

(3) will ignore wastage and loss; 

(4) will have no interest in the work, and thus make no effort to acquire tech¬ 
nical or professional knowledge concerning the enterprise; and 

(5) will steal at every opportunity from the enterprise, countenancing other 
employees’ stealing too. 

Therefore, whenever w^e embark on an enterprise so as to put Socialism into 
practice, just as it is necessary to plan and organize a programme for the project, it 
is equally and vitally necessary to make systematic arrangements and plans for con¬ 
verting the managerial personnel and employees at all levels to become firm and 
convinced believers in Socialism. 

In States where dictatorship prevails, idleness and negligence on the part of em¬ 
ployees are drastically dealt with. Wastage and loss are ruthlessly punished. Inefii- 
cicncy is severely weeded out. And stealing from a State enterprise results in 
liquidation of the culprits. 

In countries where Socialism is put into practice in a democratic way, it is not 
possible to take such ruthless measures to deal with these offences and shortcom¬ 
ings. This being so, if Socialism is to be successfully put into practice in our country 
we must give priority to the task of converting managerial personnel and employ¬ 
ees at all levels in State enterprises to be firm and convinced believers in Socialism 
in the same way as we give priority to the planning and organization of the pro¬ 
gramme of the projects. 

If, without doing this vitally essential task, we are over-hasty in embarking on a 
State or nationalized undertaking, it will be simply putting the cart before the 
horse. It will be like trying to build a building before any foundations are laid, and 
moreover, it will be like putting down a deal wood box on a nest of termites. The 
enterprises will disappear in no time. 
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Sir, in fact, nationalization is just one method of achieving our Socialist goals, 
which are: 

(1) the greatest welfare of the greatest number of people; 

(2) social and economic justice; 

(3) maximum output; 

(4) maximum welfare and security; and 

(5) equal opportunity for every national. 

Sir, where and when nationalization can achieve these goals better than orher 
techniques can, wt shall have nationalization. But where these goals can be 
achieved better by other means, wc shall employ those other means without fear. 
Socialism and nationalization in every field arc not equivalent terms in our think¬ 
ing, any longer. 1 repeat — by taking this stand, we do not abandon Socialism. 

6. Increased Revenues and Savings 

While we should and will use loans from abroad to supplement our own re¬ 
sources in further developing our country, w'e cannot and will not continue a 
policy of deficit financing which can only have the effect of pushing prices higher. 
There is no magic way of obtaining better irrigation, roads, schools, hospitals 
without paying for them. Inflation is the most unjust, and most disruptive way of 
paying for them. Wc simply must find a better way — and we shall. Improved 
efficiency and lower costs in our public enterprises will help. So will expanded rice, 
timber, minerals and other exports. So will improved efficiency in our tax enforce¬ 
ment and administration. So will continued expansion of the economy in general. 
So will increased savings on the part of the public. 

Our anti-inflation efforts thus far, as I pointed out earlier, have been reasonably 
successful. This has been due in large part to the very large volume of imports for 
private use for which we have made provision in licences and foreign exchange. 
The lower prices which now prevail for cotton textiles and for a number of other 
items, including those which have been restored to O.G.L., testify to this. How¬ 
ever, recent months have seen sizeable price increases in a number of locally pro¬ 
duced items, which must be dealt with by other means. But most important of all, 
Government’s fiscal and monetary policies must be geared to moderate prices. This 
means that wc must avoid unnecessary expenditures and cost, and that wc must 
obtain sufficient revenues and earnings to finance our necessary outlays without 
resorting to large scale deficit financing. 

To some extent, therefore, we shall have to increase certain tax rates, or introduce 
new tax measures. In doing this, w^e shall be careful not to impose restraint on, or 
damage necessary incentives to, investment and useful production. 

7. Hard Wor\ 

One other policy must receive mention here. We have been too easy-going, too 
leisurely, too lackadaisical in our approach to the task of rehabilitation and develop¬ 
ment of our country. 

There must be an end to this attitude of indifference — of putting off till to¬ 
morrow what can and should be done today. These backlogs must be caught up 
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vvith. Current work must be clone currently. Full hours must be put in. Extra time 
slioulcl be put in, if necessary to catch up or keep up with the work load. The (tov- 
ernment is here to serve the people. They must he served. 

Mr. Speaker, Sir, I therefore, with your permission, call upon all Government 
othces and departments, officers and clerks alike, to buckle down to hard, serious 
work. Take pride in your performance, and your acliievements. Do not tolerate 
indifference, sloth, or inefficiency in others, or in yourself. Do your part in making 
your office or department outstanding tor orderliness, efficiency and good reputa* 
tion. No matter how high or how low your station, no matter how humble your 
appointed task, you can do your part towards making your Government a more 
effective servant of the people, and towards building a better, stronger and happier 
Burma. Let us all work together toward this common goal. 
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Our Goal and Our Interim Proijramme 

{Vtihlishcd by Superintendent, Government Printing and Stationery, 

Rangoon, 

Our Goal 

The ultimate objective of the Government and the people of the Union of Burma, 
as embodied in the Constitution, is to create a democratic Socialist State. We must 
never lose sight of the fact that the Socialist State we wish to establish implies 
neither Communism nor Slate Cajiitalism. The tyranny and opjiression inherent 
in these two systems must not be allowed in the Socialist State that we wish to 
create. The new era that is our goal must not have a gildecl exterior hiding a mass 
of evils underneath. We must devise a way of life which will combine full political 
rights, economic security and a high standard of living with spiritual uplift and 
morality. It must not only guarantee religious freedom but also provide opportunity 
for each individual to exercise his religious rights and beliefs at the highest possible 
plane. Socialism in Burma must be fully harmonized with the religious beliefs and 
cultural background and heritage of the people. 

This new era must not be imposed on the people from above. It must be set up 
by the people themselves and must harmonize with their culture, religious beliefs 
and traditions. 

This new era is none other than the Pyidawtha State to which we have pledged 
ourselves. 


Interim Programme 

The measures we must carry out in the interim period while marching towards 
the above objective must comprise: — 

(i) Fundamental Rights; 

( 2 ) Democratic Stability; 

(3) Social Measures; and 

(4) Fxonomic Measures. 

(I) Ftindamental Rights 

Chapter II of the Constitution of the Union of Burma guarantees the following 
fundamental rights: — 

(a) Rights of Equality. 
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(h) Sights ot Freedom. 

(c) rdaungloReWgion. 

(d) Cultural and Educational Rights. 

(e) Economic R\ ghts. 

({) Rights in relation to Criminal Law. 

(g ) Rights to Constitutional Remedies. 

The fundamental rights of the citizen of the Union of Rurma are thus provided 
lor by the Constitution itself. 

(2) Democratic Stability 

Democracy is our most treasured possession. Hatred of oppression and love of 
liberty being a human passion, man has always endeavourctl to free himself from all 
forms of repression. On achieving liberty he has attempted to safeguard it by 
many means. In Iiis struggles, man has ultimately discovered that the best safe¬ 
guard against repression and slavery is a system of Government where the rulers 
derive power from the people and not vice versa. 7 dus is the system known as 
democracy. 

A review of world history will, however, show that after .this valued treasure 
had been accjuircd, it had often been eclipsed by other fiolitical systems. U had not 
always held sway after its introduction in any particular country. We have learnt 
that few people realize that democracy cannot get stabilized merely by their ac¬ 
cepting it in principle and establishing it as a form of Government. They forget 
that sustained elTorl is necessary in order to maintain its sw'ay, and that is why at 
the end of every periodic election jieople are inclined to sit back, regard their re¬ 
sponsibility to have ended and leave all power and responsibility in the hands of 
Government. When a Government on its part finds itself exercising the powers and 
responsibilities entrusted to it without criticism or opposition from the people, its 
morale declines and it wall ultimately beimy its trust. When such betrayal takes 
place, democracy itself comes to an end. 

Human history also shows that at times the pcofde themselves have betrayed 
the trust, and this is of even greater significance. Such betrayal stems from a lack 
of understanding of the fundamentals of democracy. It occurs when people begin 
to think that democracy implies the right to do as one wills and without any re¬ 
straint. When such beliefs creep in and the people forget tlieir own responsibilities, 
democracy degenerates into mob-rule. 

There have also been occasions in history when the very liberties guaranteed by 
the democratic system have led to the downfall of democracy itself. Thus, for ex¬ 
ample, though both Spain and Germany w^erc democratic states before Franco and 
Hitler, the misuse by them of the democratic freedom which they enjoyed ended 
in the destruction of democracy itself in these two countries and led to the setting 
up of dictatorships. There are many in this country who are also similarly mad for 
power and will not hesitate to take advantage of the democratic liberties they en¬ 
joy because ours also is a democratic State. We must ever be on our guard against 
the misuse of democratic freedom by such power-crazy individuals. 

Government has taken full cognizance of these dangers facing our democratic 
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system. As a first step towards safeguarding the Union of Burma against such 
dangers, we have introduced the Democratic Administration Act and arc now in 
the process of implementing it. This act can he of great assistance in stabilizing 
democracy. Under this Act, power must he delegated right down to the village. By 
such delegation — 

(a) people throughout the Union will be obliged to assume responsibility for 
administering their own affairs; 

(b) with the shouldering of such responsibility, the people themselves will l>e- 
come a fortress against the misuse of power either by Ciovernment or by the 
power-crazy individuals; 

(c) all the problems of the ludu will be solved more expeditiously and more 
satisfactorily than if the solution were to depend on the pressing of a button 
at the centre; and 

(d) the exercise of democratic rights and responsibilities in every village unit 
will lead to the creation of large numbers of people with a firm belief in 
democracy and with experience and knowledge of the responsibilities of 
democracy. 

While implementing the above measures, in order to prevent the power-crazy 
individuals from destroying democracy by taking advantage of democratic rights, 
we must — 

(a) make the words “Defend Democracy at All Cost” ring in the ears of the 
people at all times; 

(b) watch closely every movement of the power-crazy individuals; 

(c) take action commensurate with its severity against all criminal attempt to 
destroy our form of democracy; and 

(d) ensure that the love of one’s own country and a passion for democracy in¬ 
filtrates into every corner of the country. 

(3) Social Measures 

Throughout the period of our struggle for independence, we had pledged our¬ 
selves to creating a new country and a new social order. We must however admit 
that though six years have passed since wc achieved Independence, we have not yet 
succeeded in creating the new social order to which we had pledged ourselves. No 
one can deny that six years is too short a period to create such an order. But there 
are other reasons which had prevented us from achieving our objective in this 
respect. They are: — 

(a) all our attentions have been devoted towards safeguarding the Union against 
the multi-coloured insurgents rather than to carrying out measures for social 
advancement; 

(b) the administrative machinery which we had inherited at the time of Inde¬ 
pendence was designed not for promoting welfare but for the preservation 
of law and order and for the collection of revenue; 

(c) the insurgents had destroyed whatever little capital equipment we possessed 
for promoting welfare; the number of skilled personnel for carrying out the 
welfare scheme had also been extremely limited; 
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(d) the gap between our capital and personnel needs [or creating the new order 
that is our dream and their actual availability is tremendous and our eflorts 
had to be concentrated on creating the necessary equipment and personnel. 

As soon however as insurgency was brought sufficiently under control, we 
turned our attention towards well are activities. The following measures adopted 
during the Pyidawtha Conference held in August 1952 and which are now in the 
process of implementation are the results of this effort: — 

(a) New Kducational Plan, 

(b) New Health Plan. 

(c) Transport and Communications Plan. 

(d) Housing and Rehabilitation Plan. 

(e) Discretionary Grants Plan. 

But we are not satisfied with just these measures of social welfare. It is for these 
reasons that we had obtained the assistance of the United Nations for drawing up 
a Comprehensive Plan of Social Development. This Plan has now been completed 
and is being implemented through a new Directorate of Social Welfare. 

In all our planning for social welfare, our emphasis has been more on the wel¬ 
fare of the villagers than on that of the urban population. Before Independence, 
almost all measures of social welfare were designed for the benefit of urban com¬ 
munities. Thus measures relating to education, public roads, electric supply, water 
supply and public health catered for the needs of the is per cent who lived in urban 
areas rather than the needs of the 8*5 per cent who lived in the villages. 

We arc now in the process of reversing completely this state of affairs. The Mass 
Education Plan, Health Plan, Environmental Sanitation Plan, Discretionary (jrant, 
Union Electrification Plan, etc., emphasize the w^elfare of the rural population. 
They form the spearhead of our efforts in this direction. 

(4) Economic Measures 

Since the time wt have assumed responsibility for the (jovernment of the coun¬ 
try, economic measures in two categories, viz. (a) for the benefit of the cultivators 
and (b) for the benefit of traders and commercial interests, have been adopted and 
put into effect. The following measures for the benefit of the cultivators have al¬ 
ready been adopted: — 

(i) limiting rent to twice the land revenue; 

(ii) transferring to the cultivator the right to let out tenancies; 

(iii) fixing the price of paddy at K 285 per 100 baskets and thus preventing 
profiteers from buying paddy from the cultivators at low prices; 

(iv) relief of agricultural indebtedness; 

(v) the Land Nationalization Act; 

(vi) raising agricultural loans from K 900,000 to K 50 millions; and 

(vii) setting up an Agricultural Bank. 

These are interim economic measures for the benefit of the cultivators. Because of 
these measures, the economic conditions of the cultivators have improved very con¬ 
siderably. Thus, while cultivators lx:fore Independence had to cultivate their land 
at a loss of K I to 7 per acre, they can now make a profit of up to K 46 per acre. 
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But wc do not propose to rest content with just these measures. Accordingly, a 
Five-Year Agricultural Plan was adopted during the Pyidawtha Conference, 1952, 
and an Agricultural and Rural Development Corporation has been set up to carry 
out the objectives of the Plan. Under this Plan, we propose to achieve within five 
years: — 

(a) economic self-sufllciency; 

(b) export of rice up to the pre-war limit; and 

(c) irrigation projects which will give great benefit to the ludu. 

In regard to traders and commercial interests, wc have taken the following 
measures: — 

(a) allowing 60 per cent of all import licences to nationals; and 

(b) a Five-Year Co-operative Plan adopted and approved at the Co-operative 
Convention held in January, 1951. 

In the field of commerce, however, though we had allowed 60 per cent of all 
import licences to national interests, they have not derived full benefit therefrom 
because of — 

(a) lack of financial resources; 

(b) lack of experience in the field of commerce, due to the extremely short pe¬ 
riod during which nationals have taken an active part therein; and 

(c) lack of direct contacts and connections with suppliers abroad. 

In the field of industries also not much success had been achieved because of — 

(a) lack of financial resources; 

(b) lack of experience both in the administrative and in the technical fields; and 

(c) lack of opportunities for acquiring knowledge and experience. 

These deficiencies have received our constant attention. Whereas, in the past, wc 
had considered that allowing 60 per cent of all import licences to nationals, and 
Government taking the initiative in regard to the Co-operative Plan, would remedy 
all these defects, now we know that these measures arc not sufficient. We are now 
convinced that if wc confine our efforts to just these two measures our people will 
soon degenerate into agents and stooges of foreign commercial interests. 

There is one other reason why the above measures are no longer sufficient. The 
Economic Target Resolution adopted by the Pyidawtha Conference, 1952, pro¬ 
vides for a capital formation programme of K 7,50 crores by 1958-59. Of these, 
K 5,10 crores fall within the public sector, and we have established the Industrial 
Development Corporation, the Mineral Resources Development Corporation, the 
Housing Board and other similar organizations by Acts of Parliament for achiev¬ 
ing this programme. The balance of K 2,40 crores must be achieved by the private 
sector. It is the responsibility of the private individual to achieve this part of total 
capital formation programme. 

The achievement of the programme as a whole, therefore, requires that we insti¬ 
tute measures which will enable the people in the private sector to carry out their 
part of the development programme. It is necessary that we encourage them to 
make this investment and to equip themselves for carrying out this programme. 
Government must give them full assistance in carrying it out in an orderly manner. 
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'We accotdiugl’^ directed l\\e Economic and Social Hoard to submit detailed 
recoiBinendaiions ior achieving the above ob]ccUves in ibe fieids both of com¬ 
merce and industry and for overcoming the difficulties and handicaps under which 
our nationals labour at present. In making its recommendations, the Economic and 
Social Board shall bear the following guiding principles in mind: — 

Guiding Principles, — 

(a) In the Socialist State that we shall create, commerce and industry must 
serve the interest of the ludu and the ludu must not serve the interest of 
commerce and industry. It must not be a system which will extract the 
maximum f)rofit from the ludu without any regard for its welfare and inter¬ 
est. 


(h) Ultimately, all trade and industry must be organized into public corpora¬ 
tions and co-operatives controlled and managed by the representatives of the 
workers and consumers. 


In making its recommendations to Government, the Economic and Social Hoard 
will suggest means by which the seed will be planted for the control of all key 
means of production and distribution to pass ultimately into the hands of the con¬ 
sumers and workers. 


Priorities, — The aid and assistance to be granted by (lovernment shall be given 
in accordance with the following priority: — 

(a) In the field or industrial production, to — 

(i) State enterprises; 

(ii) Joint ventures between Government and nationals and/or foreigners; 
(hi) Co-operative vSocieties; 

(iv) Public limited liability companies owned solely by nationals; 

(v) Public limited liability companies in which nationals own at least 60 per 
cent of the shares; 

(vi) Private companies; 

(vii) Partnerships; and 
(viii) Individuals. 

(b) In the field of commerce and distribution, to — 

(i) State enterprises; 

(ii) Joint ventures between (jovernment and nationals; 

(iii) Co-operative Societies; 

(iv) Public limited liability companies owned wholly by nationals; 

(v) Public limited liability companies of which at least 60 per cent of the 
shares arc owned by nationals; 

(vi) Private companies; 

(vii) Partnerships; and 
(viii) Individuals. 

We believe that there arc many nationals who have the capacity to make a 
significant contribution to economic development, but cannot now <lo so due to 
lack of opportunities. We are now in a position to help these nationals whose 
talents have so far lain hidden. The Economic and Social Board will therefore 
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explore means and submit detailed recommendations to (mvernment for render¬ 
ing maximum assistance to nationals in the fields both of commerce and industry. 


Resolution of the Fourth Meeting of Union 

O 

of Burma Economic and Social Board 

THE ECONOMIC AND SOCIAL HOARD, in compliance with the instruc- 
tions of Government to formulate detailed recommendations for the encourage¬ 
ment of national interest in the fields both of commerce and trade and of industrial 
production, for overcoming the serious handicaps and other disadvantages under 
which they labour at present, and for ensuring (hat ultimately all trade and in¬ 
dustry is organized into public corporations controlled and operated by tlie con¬ 
sumers and workers through their representatives, 

Recommends as follows: — 

Commerce and Trade 

Internal and External Trade 

1. As the first step in carrying out the policies and objectives laid down in the 
(Government Statement on “Our (Goal and Our Interim Programme,” the goods 
and commodities produced in Burma and entering into the internal distributive 
trade and into export should be classified by categories and by agencies which 
handle them as in Appendix I to this Resolution, 

2. A Commerce Development Corporation, on the lines of the Mineral Re¬ 
sources Development Corporation, the Industrial Development Corporation and 
the Agricultural and Rural Development Corporation, should be set up as the 
main Agency of Government for carrying out the objectives in the Government 
Statement. 

Import Trade 

3. The principal reasons for the present unsatisfactory condition of national im¬ 
porters and their failure to benefit from the majority of all import licences being 
issued to them arc: — 

(a) lack of direct contacts with foreign manufacturers and suppliers; 

(b) lack of specializations; 

(c) lack of adequate organization and knowledge and experience in the fields of 
commerce and trade; 

(d) lack of adequate financial resources. 
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Direct Contacts and Specialization 

4. These defects can be remedied only through the efforts of importers them¬ 
selves. In order to encourage them to establish direct contacts and specialize in cer¬ 
tain selected lines, and discourage the present practice of using licences simply for 
placing orders with foreign firms acting as local agents of manufacturers and sup¬ 
pliers, it is recommended that the categories of importers in respect of whom 
priorities arc established in the Government Statement on “Our Objective and Our 
Interim Programme” should be further divided into the two following cate¬ 
gories: — 

(i) those w'ho have established direct contacts with foreign manulacturers and 
suppliers, and specialize in certain selected lines of commodities; and 

(ii) those who rely mainly or entirely on foreign local agents. 

Licences to those in category (i) jor commodities in respect of tvhich they have 
established direct contacts and for commodities in which they specialize should be 
issued liberally and under ncar-OCJL conditions. These firms should be allowed to 
import such commodities even if the total volume is in excess of the limit now set 
in terms of paid-up capital. 

5. There are however certain commodities in respect of which patent and other 
rights prevent their import excej)t through established Agents, most of whom are 
foreigners. While licences should be issued in adequate volume during the interim 
period for such of these commodities as are in high demand, it is recommended 
that the Ministry of Commerce make detailed enquiries in respect of such com¬ 
modities and Agencies with a view to diverting such goods and commodities to 
the maximum degree possible into national agency channels. The foreign Agen¬ 
cies concerned should also be encouraged to form themselves into partnerships with 
national interests. 

6. It is fwther recommended that Crovemment strengthen its staff of Commer¬ 
cial Attaches in its foreign embassies and legations, and entrust to them the task 
of assisting national importers to establish direct contacts with foreign manufac¬ 
turers and suppliers, and of finding substitutes lor commodities covered by patent 
and other trade rights which are now imported solely by foreign wholesalers, and 
who do not fall in with Government’s policy of entering into partnership with 
national interests. 

Adequate Organization and Methods 

7. It is recommended that Government institute measures for examining the 
organization and business methods adopted in firms who are given import licences 
liberally as recommended above, with the object of advising them on how to im¬ 
prove their organization and put their business on a sound, technical basis. Gov¬ 
ernment should develop a staff of technical inspectors and advisors well versed 
in business methods and techniques, recruiting qualified personnel from abroad 
for an initial period. 

8. It is further recommended that Government establish a Polytechnic for teach¬ 
ing modern business methods and techniques and business accountancy, or at least a 
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course of instruction at the University of Rangoon following the latest available 
knowledge and syllabus in these fields. 

Financial Assistance 

9. It is recommended that Government render financial assistance to national 
importers and business interests in two different ways: — 

(i) by setting up joint Corporations wdth indigenous interests, to which Gov¬ 
ernment will subscribe a large part of the capital, exercising the minimum 
control consistent with the public interest in the Board of Management. 
Such Corporations will thus be free from financial handicaps, and share the 
credit and prestige of Government in establishing foreign contacts and 
securing adequate business; and 

(ii) by issuing straight loans at low rates of interest. The issue of loans should 
however be subject to the enterprise satisfying certain minimum conditions 
of efficiency in business organization, and to I he contacts it has established 
being such as to ensure a regular flow of business. The loans must be 
adequately secured. 

Protecting the Interest oj the Ludtt 

10. (mvernment’s paramount purpose must be to protect the interest of the ludu, 
and to ensure that the assistance given to individuals and firms docs not operate 
against the welfare and interest of the ludu. It is recommended that this purpose be 
achieved in two stages: — 

(i) by ensuring that during the interim period, at the same time as the meas 
ures recommended above for encouraging national commercial interests arc 
carried out, the interest of the ludu is fully protected; and 

(ii) by ensuring that ultimately all industry and trade is organized into public 
corporations controlled and operated by the producers and consumers 
through their representatives, and into Co-operative Societies. 

11. In order to achieve the objective set out in (i) above, Government must en¬ 
sure that the goods and commodities which the ludu needs arc available to them at 
reasonable prices — prices which do not contain more than a fair share of profit 
for the middle-man. The most effective means of achieving this is to ensure that 
the goods and commodities which the ludu needs are imported in adequate quan¬ 
tities, and are not controlled and monopolized by a few import houses. The present 
policy of basing the volume of imports to be licensed on past imports is inadequate, 
and it is therefore recommended that the volume of imports to be licensed in future 
years be determined in accordance with the following principles: — 

Imported commodities can from an economic point of view be divided into (a) 
commodities the demand for which will increase very little even though total ex¬ 
penditures on consumer goods and services rise substantially, e.g., commodities 
with an income elasticity of demand less than unity; and (h) commodities with 
an income elasticity of demand greater than unity. Following this economic 
principle, all imported goods under licence should further be classified into three 
groups, according to whether (i) the demand for them will increase hy about the 
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same percentage as consumer expenditures as a whole, or (ii) by a somewhat 
greater percentage, or (iii) by a much greater percentage. The volume of imports 
to be licensed in each category should then be determined in accordance with these 
percentages. 

Appendix II to this Resolution shows the classification of goods under licence 
in these three categories, and illustrates the manner in which the volume of im¬ 
ports can be regulated in accordance with the economic principle described 
above. Thus, the demand for goods in the first category is expected to increase in 
the same proportion as the increase in consumer expenditures — which during 
1953-54 estimated at 10 per cent. The total value of licences for the import of 
goods in this category during 1953-54 should therefore be 10 per cent above the 
1952-53 level. Similarly, in the case of goods in the second category, the total value 
of licences to be issued during 1953-54 should be 15 per cent above the 1952-53 
level, and 20 per cent in respect of commodities in the third category. 

The above is a rough measure, but will, it is hoped achieve the objective of en¬ 
suring that the import of goods in each category will bear adequate relation to 
demand. If goods are available in adequate quantities, prices will also remain at a 
fair and stable level. 

J2. In regard to (ii), strict adherence to the priorities laid down in the State¬ 
ment on “Our Goal and Our Interim Programme’* should ensure that gradually 
all import and commercial houses are organized cither as public corporations in 
which Government and the small shareholder own the major interest, or as co¬ 
operatives. This policy thus lays the seed for the ultimate control by the ludu and 
their representatives of all distributive trade. 

Industrial Production 

13. In the field of production, there are many industries and enterprises which 
will not be covered by the CJovernment’s programme of industrialization, but the 
setting up of which should prove both profitable to those who set them up and be 
of benefit to the economy and to the masses. There are many nationals who have 
the imagination and the technical and managerial ability to set up these enterprises 
and operate them efficiently and at a profit, but are unable to do so due to lack of 
adequate finance, and to some extent of precise information as to possible industries 
which can be set up and operated profitably. It is therefore recommended that Gov¬ 
ernment through the Industrial Development Corporation and the Mineral Re¬ 
sources Development Corporation grant liberal loans at low rates of interest to 
those national interests who are willing to set up industries and give proof of their 
ability to organize them and run them as profitable enterprises. The amount of 
loan should be determined in each case by the needs of the industry itself, and must 
be secured by mortgaging to Government the machinery and other immovable 
properties acquired for the industry. Other conditions should be discussed with 
each individual concern and worked out mutually. 

14. It is recommended that Government should consider joint ventures with 
individuals or groups of individuals in suitable cases. 

15. It is further recommended that Government publish at an early date a list of 
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industries which on the basis of expert studies appear to be feasible and profitable, 
and make them available to private enterprises. These studies should be developed 
to the stage of preliminary economic and technical justification, and it should be 
the duty of the person or persons desirous of setting up the industries to develop 
detailed plans and specifications with the help of experts. Government should be 
prepared to assist individuals financially in the preparation of detailed plans, but 
the grant of loans for establishing the industries should be conditional on the 
undertaking and completion of such detailed plans and specifications for each in¬ 
dustry. 

16. Government should also consider the following measures for encouraging 
industries: — 

(a) the setting up of a Tariff Board with powers to determine the amount and 
duration of protection that should be granted to each industry so as to safe¬ 
guard it against unfair competition from imported goods, recommend varia¬ 
tions in export duties to suit changing conditions, and other allied matters; 

(b) facilitating the import of raw materials and other goods necessary for the 
operation of industries; and 

(c) granting tax-relief for an initial period. 

17. Government should also be prepared to consider such other measures of 
assistance as may be proved to be necessary in respect of particular industries and 
enterprises. 


APPENDIX 1 


Interim Economic Measures 


Production 


Industrial 

Production 

Foreign Individual. 
National Individual. 
Co-operatives. 

Joint Ventures with 

(a) Nationals and 

(b) Foreign.s. 
Industrial Develop¬ 
ment Corporation. 


Mineral 

Production 

Foreign Individual. 

National Individual. 

Joint Ventures with 
(a) Nationals and 
(h) Forcign.s. 

Mineral Resources 
Development Cor¬ 
poration. 


Forest 

Production 

Other Fore'it Products 
— Co-operatives, 
Nati«>nnl, Foreign. 

Timber Milling — 
State, Co-opera- 
tives, National, 
Foreign. 

Forest Rehabilitation. 


Agricultural 

Profluction 

Land Nationaliza¬ 
tion. 

h'ive-Year Agricul¬ 
tural Development 
Plan. 


Distribution 


Import Export Internal Distribution 


Foreign Individual. 

Natif»nal Individual. 

Co operatives. 

Joint Ventures with (a) Na¬ 
tionals and (h) Foreigns. 
Stale. 


Foreign Individual. 

National Individual. 

Co operatives. 

Joint Ventures with (a) Na¬ 
tionals and (h) Foreigns. 
State. 


Foreign Individual. 

National Individual. 
Co-operatives. 

Joint Ventures with (a) Na¬ 
tionals and (b) Foreigns. 
State. 
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APPENDIX 2 


Category /. — About the same percentage as consumer expenditures as a 


whole: — 

1. Ffiodstufls — 

(1) Wheat flour 

(2) Sago and tapioca. 

(s) VeriTiicclli. 

(4) Fruits and vcgctaldcs, all sorts 
other than canned or bottled in¬ 
cluding coconuts, garlics, onions. 

2. Chinese raw medicines. 

3. Black tea. 

4. Ikjots, shoes and sandals. 


(s) Seeds, all sorts (other than coffee- 
seeds). 

(6) lietelnuts. 

(7) Spices, all sorts. 

(<S) Ghee. 

(9) Cambier. 


Category 11 . — By a somewhat greater 
as a whole: — 

1. Textiles. 

2. Provisions of all sorts — assessable under 1 ' 
39, 40, 68, 305, 306, and cofTee-seeds (in c.i 
roasted from other countries). 

3. Cigarettes and pipe tobacco. 

4. Floiisehold goods — 

(j) Earthenware, Chinaware and por- 
cclainwarc, all sorts. 

(2) Enamelled Ironware. 

(3) Glassware including empty glass 
bottles. 

5. Miscellaneous licences — 

(1) Toys and games, all sorts. 

(2) Plastic goods. 

(3) Glass bangles, glass beads and 
false pearls. 

(4) Cork and cork manufactures. 

(5) Smokers’ requisites (RCT 308). 

(6) Buttons, all sorts. 

6. Radio and radiograms — 

(1) Wireless receiving sets 

(2) Radiograms 

(3) Sound equipment all sorts includ¬ 
ing tape and wire recorders 

(4) Domestic refrigerators 

(5) Air conditioning units 

7. Manufactures of leather and artificial lea 

8. Paper and .stationery not under O.G.L. 


percentage than consumer expenditures 

dT items Nos. 2, 4, 3; 10, 13, t 8, 19, 27, 28, 
c of cofTee unro.isted from India only and 


(4) L.impwarc and Stove, j>arts and 
accessories thereof. 

(5) (kulery of all sorts. 

(6) T’ableware, all sorts (plated). 

(7) Stainless steel utensils. 

(7) Imitation jewellery. 

(8) Imitation gold and silver thread, 
lametta, spangles and articles of 
like nature of whatever metal 
ina<le (BCT r35). 

(9) Polishers for boots and shoes. 

(m) Umbrellas and umbrella fittings. 


nd spare parts and accessories thereof. 


cr and articles of clothing. 


Category 111 . — By a much greater percentage than consumer expenditures as a 
whole: — 

1. Watches and clocks, spare parts and accessories thereof. 
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2. Musical insiruments, spare parts and accessories thereof. 

3. Liquor — 

(1) Whiskey. (^) Wine. 

(2) Brandy. (g) Beer. 

(3) Gin. (10) Ale. 

(4) Shain.shoo. (n) Porter. 

(5) Liqueurs. (12) Cider. 

( 6 ) Rum. (13) Stout. 

(7) Bitters. 

4. Perfumery — Perfumes, .spirits and toilet articles. 

5. Fountain pens — Sparc parts and accessories thereof. 


Capital Goods. — In general, capital goods arc now under O.G.L. The one class 
of capital goods which is under licence is that included within import licence group. 
General Hardware Goods. This group includes the following: — 

Hard\\'are and cutlery, all sorts, includ- Pipes and hoses made of rubber, 

in;^ imitation jewellery. plastic and canvas. 

Polishes and compositions, all sorts. Cotton yarn waste. 

Methylated spirit. Coir yarn, coir fibre. 

Brushes and brooms. Rubber goods, excluding rubber toys. 

Oil cloth, floor cloth, including lino- Compounds hilling under (BCT 319). 

Icum and leather cloth. Campcols, holdalls. 

Tarpaulins and canvas, all sorts. Plastic sheets. 

Instruments, apparatus and appliances, 
all sorts. 

The most important of these for the development programme are those in italics. 
vSince ample imports of these items should lx: assured, licences for the group should 
he increased by 25 per cent above 1952-53 imports. 
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Investment Policy Statement 
Council of Ministers 
Government of the Union of Burma 


In response to various enquiries which have been received from potential investors 
concerning Government’s fiolicy with respect to private investment, Government 
of the Union of Burma clarifies the policy as follows: — 

1. Government recognizes the contribution which productive private invest- 
rnent, both domestic and foreign, can make to the economic atid social ]')rogress of 
the country, and to the long-term investment programme for increasing output, 
productivity and raising living standards. The managerial and technical skill which 
accompany private foreign investment arc also welcome. 

2. The only economic activities closed to private investors are major public 
utilities and munitions manufacture. Enterprises for the extraction of natural re¬ 
sources may be conducted by private enterprise in partnership or under contract 
with the Government. 

3. There arc many opportunities for ])rofitablc private investment in the Union 
of Burma in a variety of manufacturing activities, in processing, in distributive and 
service enterprises. Such opportunities will multiply as the nation's development 
programme proceeds. The country is rich in undeveloped natural resources; its 
}x-ople are quick to learn new skills; transport, electric power, and other facilities 
are being steadily improved; and the market for goods and services of all types is 
expanding rapidly. 

4. To encourage suitable private investment the Government will — 

(a) Guarantee new enterprises against nationalization for an agreed period 
which will normally be not less than ten years. In appropriate cases (Jov- 
ernment may also consider extending similar guarantees in the case of 
extension or modernization of existing enterprises. 

(b) Pay fair and equitable compensation in the event of nationalization after 
the agreed period of time. Ciovernment is agreeable to discuss with pros¬ 
pective investors the basis on which such compensation shall be computed. 

(c) Make foreign exchange available for the import of necessary raw mate¬ 
rials, repair and replacement equipment, other operational requirements, 
and interest on foreign loans. 

(d) Render protection and support of industry by tariff or other means. 
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(c) In the case of foreign investment, permit the remittance of current earn¬ 
ings or dividends and allow for the repatriation of investment over a 
reasonable period of time. 

(f) In the case of domestic investors, grant loans in suitable cases through 
the appropriate Government agencies. 

5. In addition to the above, Government has under consideration special in¬ 
centives for new investment, such as allowance of accelerated amortization of plant 
and equipment. Suggestions from prospective investors concerning other incentives 
especially important in individual cases are welcome. 

6. In concluding arrangements to encourage private investment along the lines 
indicated above, Government will be guided by such criteria as: — 

(a) Will the enterprise assist in developing Burma’s economy on a sound 
and balanced economic basis? 

(b) Will the enterprise contribute towards increasing the productivity of the 
Burmese economy and towards raising living standards? 

(c) Will the enterprise provide essential goods and services for public and 
private consumption? 

(d) Will the enterprise increase Burma’s export potential or reduce Burma’s 
needs for imports which can be produced economically within the coun¬ 
try? 

7. In all cases of foreign investment, it is expected that maximum employment 
opportunities will be afforded to citizens of the Union and that training pro¬ 
grammes will be instituted designed to qualify citizens of the Union for technical, 
supervisory and executive positions. 

8. Further enquiries from prospective investors should be addressed to the 
Ministry of Industry or Ministry of Mines as appropriate. Government will be glad 
to make available to prospective investors the information at its disposal concerning 
investment opportunities in the Union of Burma. These opportunities have been 
explored by engineering surveys and related economic studies which establish the 
technical and economic feasibility of ventures in many fields, and provide a valua¬ 
ble basis for detailed planning by private interests contemplating new investment. 

9. Appended hereto are some of the fields in which private investment, both 
domestic and foreign, is especially desired. 

By Order, 

WIN PE, 

Rangoon, 8 th June 7955 Secretary to the Council of Ministers 

APPENDIX 


Industrials 

(t) Agricultural Tools. (3) Asbestos and Cement Products 

(2) Aluminium Ware manufacture. manufacture.* 

* Denotes industries suitable lor joint ventures. 
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(4) Bricks and Tiles manufacture.* 

(5) Carbide Plant. 

(6) Compressed and Liquidified gases. 

(7) tkK)pcragc. 

(8) ("ordage, Rope and Twine. 

(q) Cotlon and other Textiles, Spinning, 
Weaving, Bleaching, Finishing and 
Printing. 

(10) Dairy Prothicls manufacture. 

( n ) Deep Sea Fishing.* 

(12) Rdible C^il extraction and refining.* 

(i j) Electrical Goods manufacture.* 

(14) Fertilizer manufacture. 

(i£j) Fruit and Meal Canning, Packing 
.and Preservation. 

(16) h'urnilure m.aking. 

(j7) Cdass manufacture.* 

(18) Ciypsum products. 

(uj) Hardware and Cutlery. 

(20) Hosiery manufacture. 

(21) J.ac and Tung Oil extraction. 

(22) Eeatlier tanning and Leather Goods 
manufacture. 

(25) J-ight Steel Products manufacture. 

(24) Limestone quarrying and continuous 
Lime burning. 

(25) Machine shops. 

(2()) Paints, Varnish and Enamels 
manuf.acturc.* 

Mining Industries (To be dcvdof)ed by 
Government) 

(1) Antimony. 

(2) Bauxite. 

(3) Chromium. 

(4) Coal, Coke and by-products. 

(5) Columbite. 

(()) Copper. 

(7) (L’lns and precious stones. 

(8) Graphite. 

(q) Gypsum. 

(10) Iron Ores. 

Service Industries 

(i) Hotels and Restaurants. 

•Denotc.s industrie.s suitable for joint ventures. 


(27) Plastic Powders and Plastic Goods 
manufacture. 

(28) Plumbing .\ccessories. 

(2q) Pottery and Ceramics. 

(- 5(0 Pulp and Paper manufacture.* 

(31) Rice Milling industry. 

(32) Rul)ber Products manufacture.* 

(33) Salt m.anufacture by solar and 
vacuum evaporation. 

(34) Santl, gravel and aggregate 
prcKluction. 

(3s) Saw Milling industry. 

(3t)) Sea P\)(h 1 processing industry. 

(v;) Shipbuilding.* 

(58) Silk weaving with })o\v'er looms. 

( 3(0 Small T(.)ols, Screws and Bolts 
manufacture. 

(40) Starch manufacture. 

(41) Stationery goods including manufac¬ 
ture of fountains, slates and pencils. 

(42) Structural Steel fabrication. 

(43) Soap manufacture. 

(44) Surgical Colton and Surgical Goods 
manufacture.* 

(45) I’obacco Products manufacture. 

('46) VL'iicer and Plywood manufacture. 

(47) Wo(xl distillation. 


partnership or under contract with the 

(11) Lead and Silver. 

(12) Manganese. 

(13) Mica. 

(14) Petroleum and Natural Gas. 

(15) Pyrites. 

(16) Radio Active Minerals. 

(17) Sulphur. 

(18) Tin. 

(iq) d’ungstcn. 

(20) Zinc. 


(2) 'Pourism. 



The Union of Burma 
Investment Act, 195^9 

{Act No. XU of igyj) 


APPENDIX IV 


It is hereby enacted as follows: — 

1. (i) This Act may be called the Union of Hurma Investment Act, 1959- 

(2) It shall be extended to the whole of the Union of Burma and shall apply 
to manufacturing, mining, fishing, tourism, processing of agricultural, forest, 
mineral or fishery products and such other economic activities as may, by rules, 
be bought under the Act. 

(3) It shall come into force on such date as the President of the Union may, 
by notification, appoint, 

2. In this Act, unless the context otherwise requires — 

(a) “Committee” means the Union of Burma Investment Committee ap¬ 
pointed under section 3; 

(b) “Promotor” means a person whether citizen of the Union of Burma or a 
foreigner submitting an investment proposal to the Committee; 

(c) “Proposal” means an application submitted by a promotor to the Commit¬ 
tee for approval of an intended investment; 

(d) “Permit” means the document by which approval by the Committee of an 
investment proposal is expressed; 

(e) “Foreign Capital” means property imported into the Union of Burma by a 
person who is a foreigner for the purpose of investment in business enterprise 
under the provisions of this Act and the property accrued therefrom which is 
invested as aforesaid including the following: — 

(i) foreign exchange; 

(ii) machinery, equipment, instruments, machinery components and spare 
parts and other similar property for investment; 

(iii) intangible rights such as licences, trade marks, patent rights and simi¬ 
lar rights; 

(iv) reinvested profits which would have been entitled to be transferred 
abroad. 

(f) “Investor” means a promoter whose proposal has been approved. 

3. A Committee to lx: called the Union of Burma Investment Committee shall be 
appointed by the President. 
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4- (i) The Committee shall consider every proposal submitted to it and may, 
without prejudice to any law in force, approve such proposal as is in conformity 
with national economic interests. 

(2) The Committee shall, on a proposal being approved, issue to an investor a 
permit in such Form as the President may, by rule, prescribe. 

5. Investors shall be granted all or any of the following: — 

(a) facilitated allocation of foreign currency for import of necessary raw and 
auxiliary materials; 

(b) right to bring into the Union of Burma under contract to be approved by 
the Committee, managers, technicians and skilled workers who are foreigners; 
provided that such investors have an approved l raining and promotions pro¬ 
gramme for the advancement of Burmese nationals; 

(c) right to pay income-tax on behalf of foreign employees and such payment 
to be considered as business expenses for the purposes of income-tax assessment; 

(d) right to reserve for reinvestment accrued profits of the business and exemp¬ 
tion from income-tax on such profits if they are re-invested within one year after 
reserve is made; 

(e) right to accelerate depreciation at the rate fixed by the Committee to the 
extent of the original investment for the purpose of taxation; 

(f) complete exemption from income-tax for the first three years and partial 
exemption for an additional period, if any, to be determined by the Committee; 

(g) exemption from Customs Duty on machinery for the first three years; 

(h) exemption from Customs Duty on raw materials for the first three years’ 
commercial production. 

6. (i) No enterprise shall be nationalized for a period of 10 years from the date 
on which commercial operation commences; provided that the President may, 
after taking into consideration public interests and the magnitude of investment, 
extend the aforesaid period up to twenty years. 

(2) If an enterprise having foreign capital as a part of its investment is nation¬ 
alized, compensation for the foreign capital so invested shall be paid accordingly 
in the foreign currency in which such investment was made. 

(3) The following shall be transferable abroad in the foreign currency con¬ 
cerned at the prevailing official rate of exchange: — 

(a) profits after taxation accruing to the investors of foreign capital subse 
quent to the date of commencement of this Act; 

(b) the net share of the investor of foreign capital in the proceeds ol the 
sale of assets, in partial or complete liquidation of an enterprise; 

(c) the proceeds of the sale of part or all of the foreign capital in a going 
enterprise; and 

(d) the principal and interest on foreign loans. 


7. The Committee may, at any time, require a promoter submitting an investment 
proposal to furnish in the manner specified by the Committee, such evidence or 
information as the Committee may deem necessary for the purpose of this Act. 
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8. The Committee shall have powers to lake any step as may be deemed necessary 
or appropriate for the discharge of its functions. 

9. The Committee shall supply information, advice and assistance to promoters 
and other interested persons for planning and implementing investment projects, 

10. The Committee shall hear complaints, if any, from investors regarding failure 
to receive prompt and equitable treatment with reference to the provisions of 
the Act and take necessary action in respect thereof. 

11. The Committee shall, from time to time, recommend to the Government, 
measures and actions necessary to facilitate and promote private investment, 
domestic and foreign. 

12. (i) The President may, by notification, make rules consistent with this Act 
for the purpose of carrying out the provisions of this Act. 

(2) Without prejudice to the generality of the powers mentioned in sub-section 
(i), such rules shall prescribe the following matters: — 

(a) membership, tenure, rules of procedure and quorum of the Com¬ 
mittee; 

(b) prescription of form of the Permit under section 4, sub-section (2); 

(c) determination of procedure for presentation of evidence or informa¬ 
tion under section 7; 

(d) signing of contracts and other documents on behalf of the Committee; 

(e) other matters to be prescribed by rule under this Act. 
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Membership of Important Working 
Economic Committees, as of 

{From “Annual Report oj the Union of Burma Economic and Social Board" 
for the year 1955-^6) 


TiXPERT SUB-COMMITTEE 

(1) Executive Secretary, Economic and Social Board (Chairman) 

(2) Deputy Prime Minister’s (National Economy) Secretary 

(3) Deputy Prime Minister’s (Social Affairs) Secretary 

(4) Secretary, Ministry of Finance & Revenue 

(5) Secretary, Ministry of National Planning 

(6) Secretary, Ministry of Trade Development 

(7) Secretary, Ministry of Industry 

(8) Secretary, Ministry of Agriculture & Forests 

(9) Secretary, Ministry of Mines 

(10) Director, Foreign Exchange Control Sub-Committee 

(11) Chairman, Union Bank of Burma 

(12) General Manager, Union Bank of Burma 

(13) Mr.}. S. Furnivall, Planning Adviser to GUB 

(14) Chief Technical Adviser to GUB (TAMS) 

(15) Cxeneral Manager, Robert R. Nathan Associates, Inc., 

Consulting Economists to GUB 

FOREIGN EXCHANGE CONTROL SUB-COMMITTEE (dEPUTIEs) 

(1) Executive Secretary, Economic and Social Board (Chairman) 

(2) Secretary, Ministry o£ Finance and Revenue 

(3) Secretary, Ministry of National Planning 

(4) Secretary, Ministry of Trade Development 

(5) Secretary, Ministry of Supply 

(6) Director, F.E.C. Sub-Committee 

EXECUTIVE SUB-COMMITTEE FOR ANTI-INFLATIONARY MEASURES 

(1) Sithu UTin Maung (Executive Secretary,E.&S.Bd.) (Chairman) 

(2) Thray Sithu U Chan Tha (Chairman, B.S.I. Administration Board) 

(3) Thray Sithu U Win Pe (Prime Minister’s Secretary) 
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(4) Sithu U Kyavv Nyiin (Secretary, Ministry of r'inance & Revenue) 

(5) Thiri-pyan-chi U Mo Myit (Secretary, Ministry of National Planning) 

(6) Sithu U Ba Khin (Chairman, S.A.M.B.) 

STANDING COMMITTEE FOK SUPERVISION AND COORDINATION 

(1) Sithu U Tin Mating (Executive Secretary, E&S.Bd.) {Chairman) 

(2) Thray Sithu U C>han Tha (Chairman, B.S.T. Administration Board) 

(3) ITray Sithu U Win Pc (Prime Minister’s Secretary) 

(4) Sithu U Kyaw Nyun (Secretary, Ministry of Finance & Revenue) 

(5) Thiri-])yan-chi U Mo Myit (Secretary, Ministry of National Planning) 

(6) Sithu U Ba Khin (Chairman, S.A.M.B.) 
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Subjects Considered by the 
Economic and Social Board at 
Its Mcetiniis Held in the 
Financial Year 

(Excluding Review of Proposed lunploymenl of P'oreign Experts 
and Firms, and Administrative Matters) 

{From ''Afintial Report of the Union of Burma Economic and Social Board” 
for the year 7955 - 56 ) 

OCTOBER 14, 1955 

1. Report on fixation of buying price of rice for 1955-56 crops. 

2. Agreement for joint venture for radio assembly plant between E. K. Cole Ltd. 
of England and I.D.C. 

3. (Contract for construction of Balu Chaung hydroelectric project. 

NOVEMBER 10, 195 5 

I. Procedure for negotiating with World Bank Mission. (Extraordinary meeting) 

JANUARY 5, 1956 

1. Election of a new member from amongst the Ministers to the vacancy caused 
by the resignation of the Hon’ble U Win, Minister for National Planning and 
Religious Affairs in the Subcommittee of F.E.C. 

2. Procurement of materials required for reconstruction of Sittang Railway 
Bridge. 

3. Securing of approval of the Controller of Foreign Exchange prior to opening of 
letter of credit for goods ordered under O.G.L. 

4. Procurement of Tugs and barges by SAMB under Japanese Reparation Agree¬ 
ment. 

5. Issuance of License to B.O.C. (Burma Ltd. 1954) for oil exploration in Delta 
region. 

6. Allotment of K 70 lakhs for construction of Union Central Medical Centre 
buildings. 
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7. Economic History Research. 

8. Erection of Soap Factory by Unilever Company Limited, in the Union of 
Burma. 

9. Proposed Joint Venture between the GUB and Glaxo Laboratories Limited, for 
Milk Food Packaging Industry in the Union of Burma. 

10. Erection of Paper Factory in the Union of Burma. 

11. Setting up of Joint Venture Company between GUB and Mawchi Mines Com¬ 
pany Limited. 

12. Tourist Development Programme submitted by the Ministry of National Plan¬ 
ning. 

FEBRUAKY 4, 1956 

1. B.O.C. license for oil exploration in Delta. 

2. 3-Year economic plan. 

3. Israeli Economic Mission to Burma. 

4. Co-ordination with Research Centre for Southern Asia on the social implica¬ 
tions of industrialization. 

5. Expansion of cement factory at Thayetmyo. 

6. Purchase of machinery for expansion of Spinning and Weaving Factory from 
Republic of China. 

7. Erection of heavy vehicle repair shops at Mandalay by Ministry of Defense. 

8. Erection of Electric Motor and electric goods manufacturing plant. 

9. Joint Venture between Glaxo Laboratories Ltd. and GUB for milk food pack¬ 
aging industry in Burma, 

10. Supplementary Grant of funds for Industrial Development Corporation. 

11. Dissolution of 1954 Purchase Mission. 

12. Revised budget Estimates for Electricity Supply Board. 

FEBRUARY I3, I956 

1. Issuance of license to B.O.C. (Burma Ltd. 1954) for exploration of oil in 
Delta region. 

2. Supplementary Grant of funds for Industrial Development Corporation. 

3. Revised Budget Estimates for E.S.B. for 1955-56. 

4. Proposed Joint Venture between the GUB and Glaxo Laboratories Limited, 
Milk Food Packaging Industry in the Union of Burma. 

5. Proposed Agreement between U. S. and Union of Burma on U. S. Foreign 
Investment Guarantee Insurance. 

6 . Erection of factory for manufacturing Electric Motors and electrical apparatus 
in the Union of Burma. 

MAY 2, 1956 

1. Proposed joint venture between the GUB and Glaxo Laboratories Ltd. for Milk 
Food packaging industry. 

2. Erection of factory for manufacturing electric motors and electrical apparatus. 

3. Agreement between United States and Burma on U. S. Foreign Investment 
Insurance Programme. 
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4. U. S. food surplus donation programme. 

5. Purchase of generators, boilers, and other machinery for R.K.S.B. on deferred 
payment system. 

6. Agreement between Yugoslavia and Burma for exchange of Yugoslav textiles 
ior Burmese cotton. 

7. Proposed joint venture between Tshikawa and G.U.B. for Spinning and 
Weaving Factory. 

8. Proposed joint venture for construction of a cement silo and packing plant. 

9. Extension of functions of Union School Construction Board till the end of 
financial year 1955-56. 

10. Revision of freight rates and formation of Freight Rate Commission. 

11. Rice prices and milling rates, Fixation of buying price of rice and milling rate 
for 1955-56. 

JULY 2, 1956 

T. Construction of U.C.M.C. buildings. 

2. Proposed establishment of a Joint Israel Burmese contracting firm to carry out 
construction works and also to establish building materials industry. 

3. Proposed joint Venture between Anglo-Burma Tin Co., and (kU.B. 

4. Participation of the Union of Burma in the International Finance (Corporation 
as a member. 

5. 1955-56 Programme for imports. 

AUGUST 16, 1956 

I. Four-Year Economic Development Programme. 

AUGUST 25, 1956 

I. Four-Year Economic Development Programme. 
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Robert R. Nathan 
Associates Field Staff in Burma, 
September 19^1-February 19^9 


General Manager-Chief Economist 

Deputy General Manager and 
Deputy Chief Economist 

Agricultural Economist 

Industrial Economist 


Fiscal Economist 


Progress Reports Analyst 

Management Economist 
National Income Economist 
Economic Statistician 
Marketing Consultant 
Rice Market Intelligence Advisor 
Economic Analyst 
Tax Consultant 

Transportation Rates Consultant 
Chief Secretary and (from 1955) 
Administrative Officer 
Administrative Officer 
Home Office Burma Desk Specialist 


Everett E. Hagen, 1951-53 
Louis /. Walinsl(y, 1953 59 

h'ving Swerdlow, 1955-57 
Haldore Hanson, 1957-59 
Shigeharu Tal^ahashi, 1952-59 
Garret Roelojs, 1957-58 
Donald Wilhelm, 1952-53 
Saul Nelson, 1953-55 
Vincent Roc\, 1955-57 
Glen L. Parser, 1957-59 
(the late) Karl Arndt, 1953-54 
Robert Bangs, 1955-56 
John Lin demon, 1956-59 
Irving Swerdlow, 1954-55 
John Coppoc 1 {, 1955-57 
Murray Bryce, 1957-59 
Irving Licht, 1952-56 
Abner Hurwitz, 1957-59 
David Chewning, 1958-59 
Fran^ Lowenstein, 1957-59 
Peter Vuf{asin, 1951-53 
Richard M us grave, 1954,* 1958* 
Philip LocJ^in, 1954* 

Marie Caudle Chan, 1953-59 
Alex Tatischeff, 1953-55 
A. J. Cresh^off, 1953-59 
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1938-39 

1947-48 

1949-50 

1951-52 

Gross domestic product, K crores, in 1947-48 prices 

494-5 

355-7 

303.8 

363-6 

Gross domestic product, 1938-39 == 100, in constant 

prices 

100. 

72. 

61. 

74 - 

Output per capita, 1938- 39 ~ 100, in constant 

prices 

100. 

66. 

55 - 

64. 

Consumption per capita, 1938-39 = 100, in constant 

prices 

100. 

84. 

63. 

68. 

Index of agricultural production, 1937-41 

av. ~ 100 

100. 

77 - 

65. 

75 - 

Paddy production, million long tons 

8.05 

5-54 

4.69 

5.25 

Timber extraction, thousand cubic tons 

Teak 

453 - 

n.a. 

37.9 

141.3 

Non-teak 

502. 

n.a. 

160.8 

348.5 

Electric power consumption 

Million KWH: Rangoon 

Other 

Railway freight, million ton-miles 

579 - * 

238.7 

n.a. 

151-9 

Exports, in K crores, total 

47.8 

74-4 

65.7 

110. 

Rice 

22.3 

58.4 

57.6 

81. 

Non-rice agricultural commodities 

3-2 

7-3 

6.5 

14.4 

Timber 

3-3 

6.5 

1-3 

5.6 

Minerals 

5.7 

2.2 

1-3 

6.9 

Other 

1*33 

b 

b 

1.4 

Rice and rice products exports, million long tons 
Imports, in K crores, total 

3-3 

21.6 

57.2 

43-2 

1.16 
82. 

Consumer goods 

16.8 

45 - 

36. 

67. 

Capital goods 

4.8 

12.2 

7.2 

14. 

Private 

n.a. 

n.a. 

n.a. 

68. 

Government 

n.a. 

n.a. 

n.a. 

14. 

Public capital expenditures, K crores^ 

n.a. 

n.a. 

n.a. 

n.a. 

Gross capital formation, total, K crores 

17.8 

60.2 

31.9 

74-3 

Gross capital formation as per cent of G.D.P. 

12.2 

16.9 

10.2 

18.2 

Internal Government debt, K crores" 

Privately held money supply, K crores 

Foreign exchange reserves, total, K crores 

Monetary reserves, K crores 

Cx)nsumcr price index, Rangoon, 1958 = 100* 

29.6" 

89.6 

104.5 

8. 

62. 

95.8 

87. 

94-8 


Source: Except as noted, all data arc from the Economic Survey of Burma, 1951-60 inclusive. 
Data for any given year arc revised for latest issue of the Survey in which they appear. 
Data for private and governinent imports, inicrnal government debt, monetary reserves 
and consumer price index arc from Selected Economic Indicators, Central Statistical and 
Economics Department, November i960. 
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Selected Economic Indicators in Burma, 
1938-39 to 19^9-60 


1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 1958-59 1959-60 


389-9 

79. 

68 . 

72. 

84- 

5-74 

132.7 

368.9 


219. 

130. 

102. 

15-9 

3-2 

6.1 

2.2 
1.22 

88 . 

72. 

16. 

70. 

18. 

32.7 

87.6 

19. 
10. 
81. 

119. 

104. 

92.5 


404.6 

82. 

70. 

72. 

79 - 

5-53 

118.3 

559-5 


271.8 
107. 

84- 

> 4-9 

2.7 

3.6 

1.4 

r.27 

95 - 

70. 

24. 

78. 

17 - - 

63.8 

lOI.I 

22 . 

30 - 

89. 

76. 

64. 

88.3 


429.4 

87. 

73 - 

72. 

79. 

5-71 

127.1 

598.2 

54-9 

16.0 

322.3 
112. 

84.5 

16.8 

3-1 
5-7 
1-5 
1.63 

91. 

62. 

29. 

68 . 

23 - 

53-9 

100.9 

21. 

81. 

109. 

51.6 
38. 

91.8 


445. 

90. 

75. 

72. 

81. 

5.78 

165.4 

593.6 

63.2 

22.7 

324-3 

117. 

87.7 

15.7 

5,6 

6.5 

1-9 

1-93 

87. 

58. 

29. 

49. 

38. 

50.9 

93-0 

18.1 

III. 

136. 

74.6 
59 - 
97-9 


490.8 

99. 

81. 

86 . 

93. 

6.36 

178.1 

704.9 

77-5 

30. 

344.3 

118. 

89.5 

15-8 

6.6 

4-9 

1-5 

2.0 

132. 

94. 

39 - 

75. 

57. 

46.4** 

108.5 

20. 

102. 

121. 

56, 

43. 

103.9 


469.8 

95 - 

77 - 

79 - 

82. 

5.49 

187.1 

689.7 

I n 1.3 

35 - 

339-8 

89. 

66.3 

11.7 

5-9 

3.7 

1.6 

1.46 

III. 

63. 

48. 

58. 

53 * 

50. 

118.3 

22.3 
119. 
130. 

68.2 

54 - 

100. 


502. 

102. 

81. 

80. 

95. 

6.49 

237-2 

597-7 

118.8 

37-4 

389.8 

99. 

71.6 

15.2 

6.4 

4.0 

2.0 

1.61 

96. 
62. 

33. 

47 - 

49. 

51-5 

112.5 

20. 

148. 

157 - 

78.5 

60.8 

88.9 


530.8 
107. 

85. 

85. 

100. 

6.92 

332.9 

611. 

138.1 

45 - 

405.5 
117. 

82.7 

17.8 
8.6 
3.6 
3.0 

2.1 

125.0 

89.0 

36.0 

80.0 

45-0 

108.5 

18.5 

128. 

150. 

76.7 

58.3 

100. 


a- 1937-41 average. 

b. Included in non-ricc agricultural commodities. 

c. A Review oj Economic Planning in Burma, C.S.E.D., October 1959, Table 18. 

d. Net of K 5.6 crores of Japanese reparations. 

e. Incliide.s Government-guaranteed securities. 

f. Data arc for calendar years; thus, figure shown in 1947-48 column is for 1948. 

g. 1941. 
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A.F.P.F.L. See Anti-Fascist People’s 
Freedom League 
A.F.P-FJ^. Government, 565—68 
Accountability, political, 603 
Adler, John H., 502, 59211 
Administration, See Public administration 
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Agricultural and Rural Development 

Corporation, 217, 318; sec also Agricultural 
Resources Development Corjioration 
{former name) ami Land Resources 
Development ('orporalion {later name) 
Agricultural and Rural Development Five- 
Year Plan. See Five-Year Agricultural Plan 
Agricultural Tiank. Sec State Agricultural Bank 
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.Agricultural Marketing Board 
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295, 
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52, 53, 280, 292(t); credit progiam, 289-91; 
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ptilicy, 496; and insuirtctitin, -1182; and 
K.T.A. reports, 91, 135-38; labor, 33(t)* 
35(t)» 392, 401; loans, 42-43, 123, 289-91, 
292(1); and Nc Win Government, 263; pre- 
World War II, 33 ( 0 , 35 ( 0 , 40 - 43 , 4 i( 0 » 
42n, 49(0, 339 ( 0 ; in private sector, 338- 
40; production statistics, 41 (t), 339 (t), 
372(1), 660-61 (t); products, 5; program 
implementation, 269-98, 338-40; progress re¬ 
port, 616; proposals for expansion, 600; and 
Pyidawtlia Conference, 98-99; and taxation, 
423-24; tenant farmers, 20, 35(1). 4”“4C 
293-94; and Two-Year Plan, 64-65; see also 
sped fie prod nets 


Agriculturists Ltians Act, 290. 292(1) 

Ahlone rice wharf, 285, 28(i(t) 

.lid. See Foreign aid 
Air Fiance. 47n 

Airwavs: and K.T.A. reports, 9 |(t), Ms(t), 
141, Kjift); [irtigram im{)!enu iit.ition, 

Airways Board. See Union of Burma .Airwavs 
Board 

Ak>ab, 48. 1 ;(), 144 
Alaungsithii Dam, 286 
.Alcohol production, 31^} 

Alexander. ](,hn, 287, 530 

All Burma Pe.isants’ Organization, cj7, 12.;. 

24 1. 28(», 500 
Ambei pioduction, 44 

American con.snli.iiits, 76-77, 80, 83-Sf); dis¬ 
missal of, 2(>2-6-;: see also K.d'.A. C'ompre 
hensive Report; K.'f'.A. Preinmnatv Report; 
Knajipen 'I'liiiietts Abbett I'ngmeeimg C.o; 
Pierce Management, Inc.; Robert R. 

Nathan Associates, Inc. 

Ambus, J. Russell, 711, ion, j8n, -581), 40, 

4 i(t), 47. 4811,-soft), 51. 5 ^ 

Anglo-Burma 'Fin Cloinpany, 324 
Anti-Fascist People’s Freedom League 

(A.F.P.F.L.), 58-60, 26.in; and A.lkP.O., 
500; and capitalism, 502; Central Lxecutive 
Commiitce, 466; and Communists, 75; and 
elections oi 1956, 203; and elections of icRio, 
294-65; and j^ublic administration, 

486 -87; and Pyidaung.su Government, 574; 
and J’vidawtJia Coiilerence, 97; split, 224- 26, 
2-56, 237-49, 568; third Congress of, 2^9--4i 
Apparel. See Footwear and apparel 
Aiiplehy, Paul, 48911 

Applied Research Institute, 52.9, 52i)(t), i(l) 
Arakan area. 3, 4, 5. 17-18; fleet, ^^2-3^; 

liropo.sed .Arakanesc stale, 24(), 57 -jn, 575 
Arakanese (pco|)le;, 4, m, 19 
Area, 3, 5 

Army; investment program, 261; ollicets in. 

256n; see also Ne Win Governmenr 
Athins (political iissociations), 26 
Attlee, (dement, 60 

AungtJyi, Brigadier. 25^, 254, 261, 577 
Aung San, U, 29, 58, 64, 9411; assassination 
of, ()() 

Aviation. See Airways 
Awza (status), 305-96 

B 

B.S.I. See Bureau of Special Investigation 
Ba Khin, U, 20511, 250. 450, 654 
Ba Nvein, U, 487 
Ba San, U, 17711, i 05 , 212 
Ba vSein, U, 328, 328n, 38f», 587 
Ba Swe, U: and A.F.P.F.L., 241, 245-48, 26411; 
and Burma Revolutionary Party, 29; as 
C'hairman of M.R.I^.C., 450; dilTerences 
with U Nu, 225; and Fkonomic Planning 



Index 


664 

Ba Swc, U {Contd.) 

Board. 178: and Economic and Social Board, 
125; and elections of i960, 264-65; and 
Finance Subcommittee, 171; and Four-Year 
Plan, 536; and gove rnmental pouters, 488; ns 
Minister of Mines, iSin, 324, ^25; prime- 
minisier.ship, 2f)7n, 210, 217-24, 2190; and 
Soviet “gift” projects, 5^4, 538 
Ba Tun, U, 326, 450 

Bagawta C'haung hydroelectric project, 65-66 
Balance of payments, 165, 167, 171, 175, 363; 

see also Foreign exchange 
Ball! Cliaung hydroelectric project, i39(t), 

148, 26:5, ^527, 32911, 330, 404. 5i3“M 
Balwant Singh, 326 

Bamboo industry: production and labor 
statistics, 344(1), 346(t); pulp and paper 
mill, 144, i44(t), 319, 320; uses of 
bamboo, 43 

Banking, 52-53; and agricultural loans, 290- 
01, 292(t); financial data, 355(t); and 
Government financial policy, 497; and 
K.T.A. Comprehensive Report, 124; labor, 

33 (t)' 37i private firms, 343-45; State 
Commercial Bank, 226, 343, 450; Union 
Bank, 162, 165, 167 -68, 219, 226, 239, 

330; village banks, 124, 290-91, 292(1); 
see also Finance; State Agricultural Bank 
Barnes, D. P., 402n 
Barrington, James, 182, 245, 517 
Barter trade, 168, i69-7o(t), 174, 176, 179, 

181, 186, 187, 188-91 (t), 201, 209, 210, 212, 
216, 236, 250, 272, 375, 438, 498-99, 

534-39 

Basch, Dr. Antonin, 169, 540-42 
Bassein, 48 

Battle Act, 177, 209, 210 

Bawdwin Mines, 6, 13, 22, 44n, 45, 142, 

323, 325,342 
Birth rate, 38 

Black, Eugene R., 612, 6i2n 
Boards, state-owned, 425-28, 629; financial 
data, 426(1), 444-45(1); and foreign 
specialists, 549, 551(1); see also Public 
administration; Public enterprises; and 
specific hoards 

Bombay-Burmah Trading Company, 17, 319, 
320,350, 493 

Brewery plants, 312, 3i3(t) 

Brick and Tile Factory Board, 128, 308 
Brick and tile plant, 300-01, 302 (t), 308-10, 
312, 313-14(0 

British Burmah Petroleum Company, 45 
British economists, recommendations of 
(1951), 76-78 

British Imperial Preference System, 498 
British rule in Burma, 17-30, 56-60, 478; 

see also United Kingdom 
British White Paper (1945), 58 
Buddhism, 12-13, in British Burma, 20; 
Buddhist strengths, 105, I05n; and Burmese 


society, 389-90; Fifth Buddhist Synod, 21, 
2in; and monarchy, lo-ii; proposal to 
make state religion, 573n» 574; repugnance 
to taking life, 394 

Budget: annual, problems of, 432-47; budget 
review, 243, 438-42; military, 436; of 
public sector, 414(t), 445(1); rise of ex¬ 
penditures, 375-76; of Union Government, 
412-15, 4^3(0, 4i6(r), 422(t), 432-34* 
444-46(1); see also Capital expenditures 
Building construction. Sec Construction 
industry 

Building materials, imports of, 192(1), 212(1) 
Bulganin, Nikolai A., 194, 508(1), 519* 534 
Bulgaria, 499 
“Bullinger Pool,” 27-28 
Burchardr, A., 77n 
Bureau of Special Investigation, 219, 225, 
386-87, 455 

Burma: British rule, 17-30, 57-60; Constitu¬ 
tion of 1937, 29; Constitution of 1947, 
61-63; during 1050s, 565-78; geography, 
3-6; independence, 56-61; insurrection 
starting 1948, 68-69; Japanese occupation, 
56-59; pre-British Burma, 10-16; pre- 
World War II economy, 31-55; separation 
from India, 29 

Burma Airways. See Union of Burma Airways 
Board 

Burma Corporation, 45, 142, 324, 325, 342 
Burma Journalists Association, 516 
Bttrrna Labour Gazette, 37 
Burma Mines Ltd., 324 
Burma Railways. See Union of Burma 
Railways Board 

Burma Revolutionary Party, 29 
Burmah Oil Company, 45, 142, 162, 324, 325 
Burrnanization policy, 72, 493-95, 560, 573, 
580-81 

Burmans (people): characteristics, 7-9; in 
labor force, 35(1); see also Burmese society 
Burmese society: effects of Eight-Year Program, 
368; problems of cultural adaptation, 388-99 
Butler, Sir Spencer Harcourt, 24 

c 

C.S.M.B. See Civil Supplies Management Board 
Cady, John F., yn, ion, i8n, 58n 
Canadian experts, 220, 462 
Capital budget. See Budget; Capital ex¬ 
penditures 

Capital expenditures: actual (1938-60), 660- 
61 (t); actual vs. programed (1954-60), 

444(t), 445(t); for agriculture, 270, 270- 
71 (t), 286(1); in budget (1952-60), 413(1), 
444(t); in budget, public sector (1952-60), 
414(0, 445(t); budget demands (1954-55), 
158-60; budget review, 440-42; and capital 
formation, 376; by economic sector, 353- 
54(t); financial sources, 415-20, 417(1), 
419(1); in forestry, 320; for industry, 300- 
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02 (t); for irrigation, 270, 270-7 r(t); 
reduction of, 411; see also Four-Year Plan 
Capital formation; and cai)ital cxf’>enduurcs, 
376; economic goals, 111-15, 1 M(t); 
financial sources, 117-20; G.D.P. ratio, 

361 (l), 6fio-6i (t); net, ?59(0, 561(1); in 
other underdeveloped countries, 596, - 

600; pre-World War II, 31-32; private sector, 
ii4(t), 336-38, 356, 358(t), 3‘;9, 361(1); 
public sector, 358(1), 361 (l); total, 356, 
3'^8-59(t), 359-60, 361 (t), 660-61 
Capital goods, imports of, 2i2-i3(t), 251, 
660-61 (t) 

Caretaker government. See Nc Win Govern¬ 
ment 

Cattle. See Livestock 

Cement industry, 209, 302(1), 312, 313(1); 

Thayctmyo mill, 301, 492, 501 
Central Purchasing Board, 1550, 2o6n 
Central Statistical and Economics De])artmcnt, 
126,154, 203, 560 

Ceylon: study mission 10, 317; trade w’ith, 
5o(t), 138, i6r, 164, 169- 7o(t), 176, 
258-39, 516 

('ban Tha, U, 2050, 5740, 653, 654 
Chaiik oil fields, 142, 323 
Chemicals industry: establishments, 344(1), 
346(t); fertilizer, 138, 144, 144(1), 145; 
labor, 33(t), 344(1), 346(t); production 
statistics, 344 ( 0 . 346(t), 348(t) 

C'hettyars (irioncy lenders), 22, 23, 52-53, 58, 
293 

Children: health centers, 365(1); in labor 
force, 368 
Chillies, 41 (t) 

China: border problems with, 262, 384-85, 

577; credits in, 2040; loans from, 545, 577; 
technicians from, 403, 548(1), 549; trade 
with, 13-14, 5<>(t). »68, 169(1), i7f>(t), 

176, i88(t), 191 (t), 498--99, 516, 520 
Chindwin River, 32611 
Chinese, in labor force, 35(1), 393 
Chins (fieoplc), 4, 6n, 13 
( 5 hit, U, 453 

Chit Mating, Thakin, 245, 45in 

Chit Pe, U, 249, 489, 574n 

Chou En Lai, 545 

Civil Affairs vScrvice, 59 

Civil Aviation Board, 448 

Civil Aviation Department, 529 (t) 

Civil disorder. See Insurrection 
Civil service, in British Burma, 23; see also 
CJovcrnmcnt service 

Civil Supplies Management Board, 449; and 
cotton mill, 455, financial data, 426(t); and 
Government finance, 122; and imports, 172, 
i8in, 186, 187-92, 194, 195, 208, 218, 443, 
492, 518; inventory position, 458; and 
management, 462; monopolies, 204, 205, 
2o6n; and pricing, 197, 232, 310, 426, 

501; and retail distribution, 231, 258, 425-26 
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“Clean” faction (Nu-Tin group), 245-48, 2640 
Coal industry: and Eight-Year Program, 

362(1); imports, 188(1); Kalewa coal fields, 
6, 65, 93, T42, I42(t), 324, 326 
Coconuts, 271(1), 280 
Coke imports, i88(t) 

Cold War, and U. S. foreign aid, 605-06 
Collis, Maurice, 57, 57n, 59 
Colombo Plan, 402, 403, 462, 53211, 542, 
5-l8(r), 549 

Colonial Government, See British rule in 
Burma 

Commerce Development Cor])oration, 157, 

158, 426(t), 427, 449 
Committee of Deputies, 435 
Committee of Experts, 178 -80, 187, 211, 220, 
24311, 453. 466 

( 5 ommunieations: financial data, 221 (t), 352, 

35 3 " 54 (t); and foreign specialists, 55o(t); 
and K.T.A. reports, 94(1), 135(1), 140-42, 
I4i(r), 331; pre-World War II, 48: pro¬ 
gram, 330-31, 335; .and Pyidawtha Con¬ 
ference, 100-01; and specialized manpower, 
401; radio facilities, 48; telegraph system, 

48: and Two-Year Plan, 66; see also 
'relcphonc systems 

Cximmunism: in independent Burma, 60-61; 
and insurrection beginning 11148, 68-69; 

U Nu tin Communists, 75 
Constitution: of 1937, 29; of 1947, 61-63 
Construction industry: capital expenditures, 

221 (t), 353-54(0; highways, 334; private, 
345; see also Housing 

Consulrants, foreign. Sec American consultants; 
British economists 

(xMisumer goods: imports, i86fT, 198(1), 212- 
1 3(1). 251,660-61 (t); purchases, goals 
(1938-60), 1 i2(t), 113 
(T)nsumcr prices. See Prices, consumer 
Consumption, attitude toward, 389 
Cooley amendment, 523-24 
Cooperatives; agricultural, 52, 53, 280, 292(11; 

;ind foreign specialists, 550(t) 

Cost of living. See Prices, consumer 
Cottage and home industry, 46, 301 (t), 344(1), 
345-47. . 548 (t) 

Cottage and Small-Scale Industry Board, 313(1) 
Cotton industry: financial data, 271(1), 302(t), 
313-14(1); improvement program, 276, 
362(t); labor, 46(1), 47; production 
statistics, 41 (t), 339(1); spinning and 
weaving mill, 301, 310-12 
Cotton purchase agreement with U. S., 197, 

202,519,522-24 

Cotton Spinning and Weaving Board, 128, 311 
Colton textiles prtxicssing agreements, I97n, 
202-03, 205, 522-24 
Council of fxonomic Advisors, 166-67, 

Council of Ministers, 647-49 
Credit: agricultural, 289-91; Government 
policy, 497-98; and K.T.A. Comprehensive 
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Credit {Contd.) 

Report, 124; sources of, 52-53; see also 
Lon ns, domestic 

Credits: and China, 20411; and Czeclioslovakia, 
2o.)n, 206, 21K; nnd U.S.S.R., 204n, 206, 

2iH, 411, 417(1), 539(t); and West 
(n rinany, 218,301; see also Loans to Burma 
Crime: and Ne Win Government, 250; see 
also Law and order; Security 
C'ulturc. See Burmese society 
Currency. See Money 

(kistoms revenue, 51, 51 (t), I22(t), 422(1), 

444(1) 

Cutch, export of, 43 

Czechoslovakia: credits in, 20411, 206, 218; 
trade with, 169-70(1), 186, 7 88(t), 191(1), 
498-99 

D 

Dayan, General, 243 
De Mag (German firm), 305 
Death rate, 911, 38, 103 
Debt: internal Government, 266, 660-61 (t); 
net change in national debt, 444(1); repay¬ 
ments to India, 175, 4r9(t), 420 
Ikrision making, 395-96, 487-88 
Defense expenditures. See under Security 
Defense Ministry, 321 
Defense Services Institute, 261, 576-77 
Delta, 3-4. 5, 288-89 
Democratization, 107-08; sec also Public 
administration 
Demuth Mission, 540 
Dentists, number of, 39 

Department of Agriculture, 124, 277, 280, 281, 
288,294, 207 

Development corfiorations, 11 r, 449, 450, 549, 
551 (t); see also mdividiial development 
rorporations 

Ik'velojniieiit loan (U. S.). See under Loans 
to Burma 

Development Program. See Eight Year 
Development Program 
Diesel locomotives, I4i(t) 

Diesel-powered generating plants, 139(1), 140, 
326,327 

Dillon, Secretary, 303 
Disease.s, 38, 103; see also Ilealtli 
Divers, Brigadier Sydney, 249 
Dock strike (1930), 27 
I doctors, number of, 39» 103, 365(1) 

Domestic currency. Money 
Domestic finance: and K.'I'.A. Comprehen.sive 
Report, 11 1-25, 1 I2(t), 114(1), 122(1); 
ptUentials for sturdier, 420-30; and total 
economic policy, 497; see also Einance; 

(iross domestic protluct 
Donnison, E. S. V., 47811 
Dorman-Smilh, Governor, 58, 59, SQn 
T >raft General Contract Agreement, 536-38 
Drugs. See Pharmaceuticals industry 


Dry Zone, 4, 5, 40, 286, 288, 289, 327 
Dyarchy system, 26 

E 

East Germany, trade with Burma, i88(t), 
I 9 l(t) 

I'iconomic and Social Board, 465-76; aid to 
private sector, 337; and brick and tile plant, 
309; and capital program, 171-73, 21111; 
and Council of b'ccmoniic Advisors, j66n; 
establishment, 154, 377, 465 ^ and foreign 
exchange, 167; and foreign loans, 177; and 
foreign specialists, 531(1); and Four-Year 
Plan, 2iTn, 221, 226: fourth meeting, 
re.solution of, 640 44; and import program, 
187; nnd “Interim” program, 156-57, i57n; 
and joint ventures, 197; and K.T.A. Com¬ 
prehensive Report, 125, 126, 155; lii]uida- 
lion, 237; meetings, attendance at, 489; 
meetings held in 1953-56, 653-57; and 
Ministry of National Planning, 237n, 465, 
475; and planning, 15411; and policy-making, 
220, 223-24; and firogress reiioriing, 158; 
and public enterprises, 455—56, .|39. 460-62; 
reorganization, 178; and Robert R. Nathan 
Associate.s, 126, 535, 358-59; and Soviet 
“gift” jirojecis, 336; and Union of Burma 
Airways, 17211; see also National Planning 
Commission 

Ixonomic consultants. See American con¬ 
sultants; British economists; Robert R. 
Nathan Associates, Inc. 

Economic clcvt‘Io]imcnt: future of Burma, 
565-83; goals, 111-16, 362(1); theoretical 
aspects, 584-604; see also Eight-Year 
Dcvclo})ment Program 
“Economic Indicators” (publication), 2030 
Economic planning. See Planning 
Economic Planning Board, 178, 180 
Econtnnic policy: consultants’ recommenda¬ 
tions, 121-25; importance of, 590-91; and 
Nc Win Government, 254-66; problems of, 
49 i- 5 f )6 

Economists, foreign. See American consultants; 
British economists; Robert R. Nathan As¬ 
sociates, Inc. 

lulucaiion, 8-9; agricultural, 294-95; in 
British Burma, 20-21, 25; and Burmese 
society, 391-92; and Eight-Year Program, 
365-66, 366(t); expenditures, 52; and 
foreign specialists, 55fi”5i(t); improvement, 
601-02; j)re-World War II, 39-40; and 
Pyldawtha Conference, 105-06; specialized, 
402-04, 603-04; teacher training, 403-04 
Eight-Year Dcvelo[)ment Program, So-149; 
administration of. 125-29, 463 -yt); budget¬ 
ing problems, 432-47; and Burma’s further 
economic development, 565-83; and 
Burmese culture, 388-99; changes in, 148- 
49; characteristics of, 146-47; cultural 
adaptation problems, 388-99; defects in 
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basic plan, 371-81; economic policy proh- 
ltins,-}9i-'5o6; finance i)roblcms, 409-^1; 
financing: of, 117-21; and foreign aid ])olicv, 
605-12; foreign aid problems, 507-45; 
(Jovernmenr influence on, 147; imph menta¬ 
tion by fiscal years, 153-266; im]ilementa- 
tion by major sectors and piojects, 269-368; 
implementation probletns, and in¬ 

surrection, 377, 382-87; K/r.A. Preliminary 
Rc])ort, 83-95; manpower problems, 129-33, 
400-08; Prime Minister’s rt'port on, 620 -21: 
priorities, 217-36, 503-04; programing 
jiroblcms, 432-47; public administration 
problems, 477-90; and public enterprises, 

448 -64: Pyidavviha Conference, 96-109; 
results of, 352-68, 357(t), 362(t); Robert 
R. Nathan Associates, role of, 555-62; 
significance ior other countries, 584- 604; 
technical assistance prfiblems, 546 -62; scr 
also K.T’.A. C'omprehcnsiee Report 
Kisenhower, Dwight D., 520-21 
Electi<ins: of Ajiril 1956, 203; of March 1960, 
264-65 

Electric power: capacity, 328-2<)(t); consump¬ 
tion, 328-29(1), 660-61 (t); financial tlaia, 
35 ^, ^ 53 (t), 354 (t); Jmd K.T.A. reports, 93, 
139-40; production, 328-29(0, 362(1); 
I>rogram iniplemt'fUation, 326--30; projects, 
65-66, 139, I39(t), 140, 148, 263, 3-6', 327, 
32911, 330, 404, 513-14; and Two-Year 
Plan, 65-66 

Idectricity Supply Board, 65, 448-49, 54211; 
and budget authorization, 441; coke and coal 
supplies, 181 n; and dicselization scheme, 

140; and electrical appliances, 187; financial 
data, 426(1); financing and rate siruclurc, 
243; and bireign specialists, 551 (t); manage¬ 
ment, 220, 460, 46T, 462; operations, 427; 
and power program, 326-28; Rangoon 
Electricity Supply Board, 140, 326, 327, 
426(t), 438, 448, 4 '^^. -P’o 
Elephants, as motive power, 44, 321 
Idlerman-Arakan rice mill, 284 
Employment; employer-employee relationship, 
393; industrial, 33(t), 46-47, 46(1), 344- 
48(1) ; see also Labor 

I'aiginccring consultants. See American con¬ 
sultants; Knappen 'ripjieits Abbett En¬ 
gineering Co. 

Engineering establishments, 46(1) 

England. Sec United Kingdom 
h'ntrcpreneurial capacity, 591-9^ 
Establishments, industrial, 46(t), 344-48(1) 
Evans Medical Ltd., 263, 464 
Exchange rate, of rupee and kyat, 36n 
Excises and excise duties, 51 (t), i22(t), 

123, 422(1) 

Executive Subcommittee for the Implementa¬ 
tion of Anti-Inflation Measures, 205, 

2(.8. 653-54 

Expenditures: current, 51 (t), 4i3-i4(t), 


444-45(1): defense, 5 Ut), 2,21 (t), 421, 

43b: farm, 42; Government, 51(1), 52, 
413(1), 4 i 6 (l:)» 444(1)’ 446(1); household, 
39<*n: see also ('apital expenditures 
I'.xports: agricultural, 660-61 (i); Government 
policy, 4()8; minerals, 44, ()((0-6i(t); 
j)ctrolcum, 44; rice, 660 61 (t) (see aho Rice 
exports): teak, 5- 6, 321 (t), 322; timber, 
660-61 (t); total, 48-51, 49(1), 5o(t); see 
also Foreign trade 
Extension service, 294 95 

F 

I'.A.O. See EckkI and Agriculture Organization 
Factories, number of, .}6(t), 344-48(t) 

Families: income of utban, 38(1); status ol, 12 
I'arming. See Agriculture 
Fcitilizer, chemical, 138, 144, 144(1), 145 
Filth Bud<lhist Synod (1871), 21, 2111 
Finance: data lor i938'6o, 66o~6i(t); 
economic policy, 590—gi; fiscal, monetary, 
and cretlii policy, 497-98; inflation, domes¬ 
tic, 185-216; fiscal year ii)5 3 -54, 153-62; 
bscal year I 951 “ 55 , if)?-84; fiscal year 
1955-56, 185-216; Hscal year 1956 S7, 217- 
36; fiscal year 1957-58, 237-51 : hscal 
years 1958-59 and 1959-60, 252-66; and 
K.T'.A. rejioris, 90-91, 9 3, 1 n-25, 112(1). 
114(1), 122(1): and Ne Win Government, 
752 66, 412; pie-World War ii, 31 -32, 
51-5 3 ’ 51 (O’ price policies, 499-502; 
lYimc Minister’s lejiori on, 617 18; private 
sector, 336, 502- 03; piobleins of, 371-76, 
.)o9~ 31; public manuf.iciuiing enterprises, 
3(»2(t), 311-12, 313-14(1); results of 
T’.ighl'Year Program, 352-64; see also 
Banking; F>udget; (kipital expenditures: 
Capital formation; Debt; JApi nditures; 
Foreign aid; Foreign exchange; Gioss 
domestic product; Investment; Loans; 

Re venue; 'faxes 
I'lrcwootl, 43 

Fishing industry, 5, 43; financial data, 355(t); 
labor, 3 3(t); program implementation, 318 - 
19; and Two-Year Plan, 66 
“Five Wise Men,’’ 574-75 
Five-Year Agricultural Plan, 98-99, 148, 269, 
286, 288, 294 
Jflolilla, 47, 140-41, 332 
F(K)d and Agriculture Organization (F.A.O.), 
282, 375, 548(t), 550 

Foods: crops, 5; labor, 33(1), 344(1), 346(1); 
imports, 189(1), jgi gzit), 198(1), 212(1); 
production, 344(1), 34f>(t)» 34^(t) 

Footwear and apparel, ,344(t), 34 b( 0 > 348(t) 
Ford Foundation, 295n, 403-04, 155, 462, 549 
Foreign aid: and Ne Win (iovernment, 262, 
530-33, 544, 576: problems, 507-45; 
weaknesses of policy, 605—12; see also 
Foreign technicians and specialists; Interna¬ 
tional Monetary I'und; Loans to Burma; 
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Forri^jn aid {Contd.) 

I’.L. 480 programs; Reparations, Japanese; 
Wi)r]d Bank; and under individual countries 
Foreign consultants. See American consultants; 
British economists 

Foreign exchange: and capital budget, 440-41; 
crisis in, 163-84, 36s, 41fiscal year 1953- 
54, 161-62, 16s; fiscal year 1954-55. 163- 
84, 410-11; fiscal year 1955“56, 212. 226; 
fiscal year 1956-57, 236; fiscal year 1957- 
58, 239, 251; fiscal year i95^^-59» 266; and 
Four-Year Plan, 220; and Government 
economic policy, 498-99; and K.T.A. 
Comprehensive Report, 119, 124-25; and 
Nc Win Government, 255; reserves (1938- 
60), 660-61 (t); transactions and reserves 
(1952-60), 165(1); see also Foreign trade 
Foreign Exchange Control Subcommittee, 195, 

653 

Foreign investment in Burma, 53-54, 349-51 
Foreign loans. See Loans to Burma 
Foreign technicians and specialists: morale of, 
407; Russian, 538-39, 542; sources, 402, 
548-52, 548(t), 607-08; Task Forces, 237, 
241-42, 249, 462, 474; utilization of, 263, 
402, 403-04, 548-52, 550-51 (t); see also 
American Consultants; British economists 
Foreign trade: balance of payments, 165, 167, 
171, 175, 363; with dollar countries, 188- 
89(1); and Economic and Social Board, 156, 
640; enterprises, 449; by fiscal years, 660— 

61 (t); fiscal year 1953-54, 156, 161-62; 
fi.scal year i954“55, 163-84; fiscal year 
1955-56, 185-216; fiscal year 1956-57, 
219-20, 226, 236; fiscal year 1957-58, 238- 
39, 250-51; fiscal years 1958-59 and 1959- 
60, 266; and Government economic policy, 
498-99; import program, 442-43; joint 
venture trading companies, 207, 219, 226, 
227, 249, 258, 343, 581;and K.T.A. 
Comprehensive Report, 118-19, 124; and 
Nc Win Government, 258, 262; pre-World 
War II, 13-14, 33(t), 48-51. 49-5o(t); 
private, 342-43; tripartite arrangement, 516; 
see also Barter trade; F.xports; Foreign 
exchange; Imports; and under individual 
countries 

Forest industries, 144(1), 145; see also Wood 
products 

Forestry, 43-44; financial data, 122(1), 221 (t), 
353-55(t); goals and achievements, 362(t); 
and insurrection, 340, 382-83; labor, 33(t); 
and Nc Win Government, 263; in private 
sector, 340; program implementation, 319- 
23, 340; and Two-Year Plan, 66; see also 
Teak industry; Timber industry 
Four-Year Plan, 204, 210-11, 220-23, 226-29, 
232-34, 571-72, 626-28; and anti-inflation 
subcommittee, 208; and L.A.P.C. report, 

269; and projects, 21 in, 527-28, 530; and 
public capital investment, 430; and rice 


storage, 282; and Soviet “gift” projects, 

536; staff planning, 575 
Freight, railway, 332(1), 362(1), 660-61 (t) 

Fuel oil production, 341 (t) 

Furniture plants, 144(1), 319, 320 
Furnivall, J. S., ion, 12, 1211, i4n, i8n, 23, 26, 
28n, 29, 3911, 55, 68n, i66n, 225n, 262, 302, 
478n, 48on, 506, 653 

G 

Galbraith, John K., 595-96, 596n 
Gamble, William, 295n 

General Council of Burmese Associations, 25, 

26 

Germany, trade with, 5o(t); see also Ea.sl 
Germany; West Germany 
Glaxo (British firm), 349 
fiodowns, construction of, 282 
Gold; in Burmese society, 390-91; production, 
44 

(Jovernment: in British Burma, 19; under 
Constitution of 1937, 29; in pre-British 
Burma, 11-12; relation to economic develop¬ 
ment, 585-86; see also A.F.P.F.L. Govern¬ 
ment; Government service; Nc Win Govern¬ 
ment; Pailiament of Burma; Pvidaung.su 
Government; Public administration 
Government service: attractions of, 391-92; 
manpower problems, 400-07; office hours, 
393*. Piiy scales, 481, 482(1); personnel 
management, 479-81; procedures, 483-86; 
strengthening of, 580 
Grain production, 41 (t) 

Grant, W. J., 7n, 39, 39n 
Great Britain. See United Kingdom 
Gross domestic product: and capital formation, 
ii4(t), 361 (t), 660-61 (t); data in actual 
prices (1953-60), 114(1); data in 1938-39 
prices (index, 1938-60), 660-61 (t); data in 
1947-48 prices (1938-60), 355(t), 660- 
61 (t); data in 1950-51 prices (1938-60), 
357(t); data by industry (1938-60), 355(t); 
fiscal year i953"54. 163; fiscal year 1954-55, 
182; fi.scal year 1955-56, 215; fiscal year 
1956-57, 236; fiscal year 1957-58, 250; 
fiscal year 1958-59, 265-66; goals and 
achievements, 114(1), 357(t); and K.l’.A. 
Comprehensive Report, 111, ii2(t), 113; 
results of program, 352-56 
Groundnuts (peanuts), 41 (t), 271 (t), 276-77, 
339(t), 362(t) 

Guardian (newspaper), 489-90 
Gunny production, 306 

H 

Hacohen, David, 201 

Hagen, Everett, 9n, ion, 40, 4on, 57, 57n, 593, 
593n 

Hall, D. G. E., ion 
Hall, H. Fielding, i3n 
Handicraft industries, 15, 47 
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Harvey, George E., 6n, yn, ion, 17-18, i8n, 
32n, 39, 40, . 13 , 53 

Health, 8'9; and foreign specialists, 55o(t); 
improvement, 601: medical ex])cnditurcs, 

32; medical facilities, 38-39, 103, 104, 364- 
h5» .^^’5(0; medical workers, 33(1): pre- 
World War II, 38-39; and Pyiclawtha 
Conference, 103-05 

Highways: and K.T.A. reports, 94(t), I35(t), 
141, T4i(t), 331; labor, 33(t); prc-World 
War II, 48; program, 334-35; projects, iii, 
334 , 533 

Highways Department, 334, 342 
Hirschman, Albert O., 593-94, 393n, 396-97, 
6i2n 

Hla Maung, U, 83-84, i6on; and Council of 
Economic Advisors, ibbn; and Economic 
and Social Hoard, 126-27, i6.|, i66n, 473, 
475; and economic policy, 1550; and 
exiH'ntlitures program, 172; and Japanese 
reparations, 312: and K/I'.A. Preliminary 
Report, 93; and manufacturing sector, 143: 
and rice prices, 373; and U. S. aid program, 
516: and Work! Hank loans, 340 
Hla Myint, Dr., i66, i66n, 172, 575 
Illaing Hwa, U, 328 
Hlutdaw (council), it 
Hinu Aung, Ho, 374 

Home industry. See Cottage and home industry 
Home Ministry, 707, 479 
Hospitals: number, 38, T03, 363(7); program, 
104, 364, 365(1); I'aunggyi hospital, 533, 
539 

Household expenditure survey (1938), 39on 
Housing: and Eight-Year Program, 366-67; 
financial data, 335(t); atul foreign special¬ 
ists, 55o(r); Government policy, 304; 
improved, 602; programs, 257, 367; and 
Pyiclawtha Conference, 101-03 
Hc»uslng Hoard. See National Housing Hoard 
Hpu, U, 273, 273 

Hungary, trade with, i88(r), 191(f), 499 
Hydioelectiic power. See Idectric power 

I 

EC.A. See International Cooperation Adminis- 
I ration 

I.D.C. See Industrial Dcvclojimcnt (Corporation 
EM.F. See International Mtmctary Fund 
I.W.T.H. See Inland Water Transport Hoard 
Immigration, from India, 19 
Imperial Airways, 470 
Implementation, of economic development 
plans, 387-90 

Implementation (Conference (1934), 157-58, 
269, 286, 300, 319, 324, 326, 331 
Imports: and Hurmanization policy, 494; 
C.S.M.H. piograni, i92(t); of capital goods, 
212-1 3(t), 251, 660-61 (t): by commodity, 
189-92(1), 2i2(t); of consumer go<xls, 
i86fT, 198(1), 2i2~i3(t), 231, 660-61 (t); 


66g 

by country, i88(t); fiscal years 1933-34 and 
1934-33, i98(t), 212-13(1); fiscal year 
1933 36, 1 86 -99, I 8B-91 (t), 198(1), 212- 
I 3 (t); fiscal year 1956-57, 226, 236; fiscal 
year 1957-58, 239. 250-51; fisc.il years 
1958-59 and 1959-60, 266; of food, 189(1), 
191-92(1), 198(1), 212(1); and Government 
policy, 196, 498: licenses, 136, 17.5, 176, 187, 
i88(t), 192-94, i93n, 195, 2o6ff, 219-20, 
343; and Ne Win Government, 238, 266; of 
pharmaceuticals and drugs, 303-05; pre- 
World War II, 48-51, 49(t); program, 442- 
43; I’uhlic and private, 342(1), 660-61 (t); 
total (1938-60), 660-61 (t); see also Foreign 
trade; and under specific products 
Income. See Wages 
Income, farm, 42-43 
Income 'fax Department, 219 
Income taxes, 51-52, 31 (t), 122(1), 123, 12311, 
422(t), 423, 444(1) 

Independence, attainment of, 36-61; economic 
goals, 6iff 

India: Hurma’s sejmration from, 29; debt repay' 
ment to, 173, 4i9‘(t), 420; (migration from, 
K); loan.sfrom, 182, 183, 218, 411, 417(1), 
508-11(1), 344, 543; processing agreement 
with, 203; study mission to, 317; technicians 
from, 404, 349; trade with, 14, 30, 3^K0> 
161, 164, 169(1), 170(1), 188(1), 191(1), 
204, 204n, 227, 238-39, 24 3 » 27^ . 5 ^^, 5-J2- 

23 

Indians, in labor force, 35 (t), , 502 , 393-94 
Indo-Hurma Petroleum Company, 43 
Indonesia, trade with, 169-70(1) 

Industrial Dcveloptnent Cr)rporalion, 449-31; 
administration, 127; budget authorizations 
foi, 441; establishment, 93, ^00; .ind ioreign 
specialists, 331 (t); hiie-purchase scheme, 

194; and jute mill, ^ob; loans by, 157, 318, 
460; management assistance to, 462; merger 
witli M,R.l).(^., 263; and public enterprises, 

314, 45.), 457-58; and sugar mill operation, 
280 

Industrial Research Institute, 102, 316 
Industri.illzation policy, .195-07 
Industry; in British Hurma, 22: cottage and 
home industry, 46, 301-02(1), 344(1), 345 " 
46, 343-46(1), 348(1); and Ficonoinic and 
Social Hoard, 643-44; establishments, 46(1), 
344-48(1); expansion, 600; financial data, 

221 (t), 300-01, 300-01 (t), 313-14(1), 332, 
333-54(1); fiscal year 1953- 56, 21 in; and 
foreign specialists, 35o(r); handicrafts, 15, 

47; industrialization policy, 493 * 97 ; and 
K.T.A. reports, 91, 93, 94(D» M3(t), 143- 
46; labor, 33(t), 44 n> 46-47, 46(1), 3 * 14 - 
48(1); manufacturing program, 299-317; 
and nationalization, 379, 492-93; and Nc 
Win Government, 263-64; prc-World War 
II, 33(1), 45~47, 46(1); in private sector, 

315, 345“5i» 496; production statistics, 344- 
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48(t); and Two-Ytar iMan, 65-66; see also 
Manufacturing 

Infant mortality. Sec Death rate 
Inflation, domestic, 185-216; anti-inflation 
program, 205-08; see also Finance; Prices 
Inland Water Transport Board, 330, 448; 
financial data, 426(t); and freight rates, 345, 
427; operations, 427; program, 332; training, 
403; and U. S. loans, 529(t), 531(1) 
Inland-water transiiortation. See Waterw'ays 
transportation 
Insurance firms, 343"45 

Insurrection (beginning 1948), 68-69; number 
of insurgents, 6<g 250; retarding effects of, 
377,3«2-87 
Interest rates, 53, 291 
Interim Programme (1953), 634-40 
International (aroperation Administration, 275, 
317, 5 ^ 7 -- 29 , 53 D ‘>33 
Internati(jnal Labor Organization, 548(t) 
International Monetary Fund, 185, 199, 200- 
01, 411, 4117(0, 5n8(t), 5io~u(t), 544, 

■545 

Investment: in Burmese society, 391; and 
economic growth, 593-94; under Fight-Year 
Program, 621; foreign, 53 ■54, 349-51; and 
K.T.A. Comprehensive Report, 113-16; 
military, 261; in i>rivate sector, 113-16, 119, 
262, 316-17, 337-38, 502-03, 630-32; 
[>ublic, 113-15, 270-71; in state manufactur¬ 
ing plants, 302(t); see also Capital exiiendi- 
tures 

Investment Act (1959), 650-52 
Investment Policy Statement (1955), 337-38, 
349, 647-49 

Iran, economic report on, 83—84 
Iron ore production, 44 
Irrawaddy (river), 6, 287 
Irrawaddy-Chindwin River System, 6 
Irrawaddy Flotilla Company, 47, 330 
Irrigation: financial data, 221 (t), 270-71 (t), 
352, 353-54(1); and foreign specialists, 
55o(t); and K.T.A. Comprehensive Report, 
I35(t), 138-39, 286; projects, I39(t), 286- 
88 

Irrigation Department, 139, 286, 287 
Ishikawa (Japanese firm), 515 
Israel: and agricultural settlements, 262: and 
5-Star Shipping Line, 333; joint-venture 
proposals, 261; technicians from, 403, 462, 
548(t), 549. 551. 554; trade with, i69(t), 
i7o(t), i88(t), 191 (t), 201 
Isscrlis, Paul, 350-51 

J 

Jackson, George T., 48on 
Jackson Report, 48on, 489 
Jadcitc production, 44 
Jaggery jiroduction, 278-79 


Japan: and Balu Chaiing project, 327; and 
joint ventures, 301, 514-15; Martaban 
Company, 318-19; occupation of Burma, 
56—59; processing agreement with, 205; and 
reparations, 163, 168, 169, 327, 331, 353- 
54 (t), 411, 4 * 7 (t)^ 4 i 9 (t), 422(0, 438, 
444 - 45 ( 0 , 5 o«-ii( 0 , 509, 512-15, 544; 
technicians from, 514, 548(1); trade with, 

50, 5o(t), 138, 161, 164, 169(1), 170(1), 

194 

Jewelry, in Burmese society, 38911, 390-91 
Joinery plant, pro]>oscd, 144(1), 319, 320 
joint Committee on Indian (^institutional 
Reform, 24-25 

Joint ventures: with foreign firms, 301, 315, 
349-51, 514-15; in import field, 156, 197; 
and industrialization, 496; trading com¬ 
panies, 207. 219, 226, 227, 249, 258, 343, 

581 

Jones, Howard, 200, 20011 
Jute industry, 1 44^45, 271(1), 277-78; mill, 
I44(t), 278, 301, 302(1), 306-07, 312, 
313-14(1), 316, 457-58 

K 

KLM Royal Dutch Airlines, 4711 
K.M.T. See Kuomintnng 
K.N.D.O. See Karen National Defense Organi¬ 
zation 

K.T.A. See Knappen d"ij)pctts Abbctt Fngitiecr- 
ing Co. 

K.'I’.A. Comprehensive Report, 3n, 80-82, 

110 11; admimslration of program, 125--29; 
and agriculture, 135-38; and communica¬ 
tions, i35(t), 140-42, i4i(t), 331; eco¬ 
nomic goals, 112-21; economic policies, 
121-25; and electric power, 139-40, 326-27; 
and farm mechanization, 288; financing of 
program, 117-21; and forestry, 319-20; 
and irrigation, 135(1), 138-39, 286; and 
labor, 90, 129-33, 130-31(1), 401; and 
manufacturing, 143-46; and mining, 135(1), 
142-43, 323 --24, 32611; and public enter¬ 
prises, 460-62; and rice export prices, 373- 
74; sector programs, 134--49; trans]>orta- 
tion, 135(1), 140-42, 141(1), 331 ; see also 
F.ighi-Ycar Development Program 
K.T.A. Preliminary Report, 80-8 3, 8 3-95; 
findings, 87-92; recommendations, 92-95, 
97-98; results, 154; and rice export prices, 
373 

K.T.A. Program. See Eight-Year Development 
program 

Kabo Dam, 286-87, 404, 503, 528-30, 531(1) 
Kachins (people), 4, 611, 13 
Kaing land, defined, 277n 
Kalcwa coal fields, 6, 65; project, 93, 142, 
142(1), 324, 326 

Kalcwa steam plant, i39(t) 

Kandaw Village irrigation project, i39(t) 
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Karen Nallonul Defense; Organization, 68 
Karens (people), 4, 6n, IQ, 20; revolt, 
68-69 

Karma (Buddhist tenet), 10 
Kaung, U, 105, 40:5 
Kliin Maung Gale, Bo, 224, 24 5n, 4^4 
Khin Maung Pyu, U, 24^, 245 
Khrushchev, Nikita S., 194, 508(t), 519, 5^4 
Knappen Tij)petts Abbeit Engineering Co. 
(K.T.A.)> 80, 83, 85, 86-87, 126: dismissal 
from Burma, 262-63; K/l'.A. ('om- 

prehensive Report; K.T.A. Preliminaiy 
Report 

Ko Gyi, U, 273, 275, 296, 450 
Kuomintang (K.M.T.) troops, non, i26n, 

384, 51 5 - 1 6 

Kyat; devaluation of, 430-31 ; exchange rate 
of, 360 

Kyaw Dun, U, 239, 240, 241,244, 288, 574 
Kyaw Min, U, 246, 487 
Kyaw Myinr, U, 970 

Kyaw Nyein, U: and A.F.P.F.L., 225, 240-41, 
244 "45, 2640; and Burma Revolutionary 
Party, 29; and liurmanization policy, 494; 
cajiability of, 45111; as Chairman of Execu¬ 
tive Committee, 208; as Chairman of I.D.C., 
450; as ('hairman of National Economy 
Committee, 229-31; and Civil Supplies, 204; 
and conflict with U Nu, 500; as Deputy 
Prime Minister, 208, 21 t, 224, 241-42, 458, 
47^; and Economic and Social Board, 125; 
and Finance Subcommittee, 171; and foreign 
credits, 244; and governmental powers, 488; 
and housing policy, 504; and industrial 
development, 21 in, 227, 495-97; and 
Japanese reparations, 512--13; and L.R.D.C., 
275; and land ownership, 505; as Minister 
of Industries, 140, 143, 197; on nationaliza¬ 
tion, 493; and parliamentary lest, 245-46; 
and ])ul)Iic enterprises, 463; and Soviet “gift” 
projects, 2190, 225, 534; and Task Force 
cfTort, 474; and World Bank, 541-43 
Kyaw Nyun, U, 172, i77n, 202, 205, 254, 654 
Kyctmauktaung irrigation project, 287 
Kyi Win, Colonel, 532 

L 

E.A.P.C^ See Land and Agricultural Planning 
Commission 

L.R.D.C. See Land and Rural Development 
Corporation and Land Resources Develop¬ 
ment Corporation 

Labor: agricultural, 33 ( 0 , 35(t); Burmese 
attitude toward, 391-95; children in labor 
force, 368; industrial, 33(t), 44 ii, 4 f»~ 47 » 
46(1), 344-48(1); and K.T.A. reports, 90, 
129-33, 130-31(1), 401; manpower prob¬ 
lems, 378, 400-08, 540-41; manpower 
requirements, 129-33, 4 ot; in 

pre-British Burma, 15; pre-World War II, 
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32-36, 33(t), 35(1); specialized, 400-08, 
60^-04; transportation industry, 33(1), 37, 
401; women in labor force, 32-34; see also 
Employment; Wages 
Lac, (xport of, 4^ 

Lampha Chaung hydroelectric project, 139(1), 
326 

Land; alienation, 28. 504-05; distribution and 
redistributicin, 100, 293. 29^(1): nationaliza¬ 
tion, 99-100, i:;6-37, 147, 263, 291-94, 

29U3), 492: ownership, 20, 35(1); reclama¬ 
tion, 27s; revenue, 51, 51 (t), I22(t), 12^, 

422(t), 423-24; surveys and reforms, 

271(f): tenure, 15; see also Agriculture 
Land and Agricultural Planning Commission, 
200, 269 

Land and Rural Development Corporation 
(L.R.D.C.), 273-81 
Land Improvement Act, 292(1) 

Land Nationalization Act of 1948, 99 
Land Nationalization Act of 1954, 201 
Land Resources Development Corpor.ilion, 
296-97, 449, 462, 529(1) 

Landowners, number.of, 35(1) 

I.angiiagcs, 6-7, 6n 

Law and ortler; financial data, 352, ^53-54(1); 
and Ne Win Ckwcrnmcni, 259-60, 385-86, 
568; sec also Security 
Law Yonc, U, 487, 533 

Ixad prcKluction, 44, 341(1); sec also Bawdvvin 
Mines 

Leftist Unity program, 70, 74 
LetYa, Bo, 318 
Liebcr, Dr., 425 
Lite expectancy, 38 
Literacy rales, ^9 

Livestock, 5, 40, 43, 289; animal husbandry 
project, 271(1); ban on cattle slaughtet, 5n, 

263, 394 

Loans, domestic: agricultural, 42-43, 123, 
289-91, 292(1); to boards, 444(1); to 
private sector, 301(1), 316; receipts from, 
413(1), 445(t); see also Oedit 
Loans to Burma: chronological highlights, 
508-09(1); imjilementation, 511; sources. 
507; see also Foreign aid 
-China, 545, 577 

-I.M.F. dollar draws, 185, 199, 200-fti, 

411, 417(0, 508(0, 5io-ii(t), 544 , 545 

-India, 182, 185, 218, 411, 417(1), 

508-11 (r), 544, 545 

-U. S.: and Burmese public capital 

expenditures, 417(1): development loan of 
S25 million, 202, 208 -10, 218, 238, 274, 

317, 320, 411, 508-11(1), 519-21, 527-3^* 
529(1), 531 (0« 54 |-*45, 57 f>: for dockyard 
improvement, 332; and Ne Win (jovern- 
meiil, 262, 530-32, 54-?, 576; police loan of 
$10 million, 232, 243-44, 509-11(1), 524- 
25, 532; proposed $50 million loan, 182, 
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Loans to Burma—U. S. {Contd.) 

5oH(t), 517; proposed $75 million loan, 242 

-World Bank: extended, 200, 208, 331, 

S33. -Ill* 521, 

539-43; sought, 162, 168, 177, 182, 201, 

21 in, 317, 334, 539-43 
Local administration, 107-08; see also Public 
administration 
Lock 1 in, Dr., 461 

J.oikaw Area irrigation jirojcct, 139(t) 
l.oiigh Keng zinc development, 142, I42(t), 
324, 326 

Lower Burma: agriculture, 18-19, i8n, 20, 22, 
41; annexation by British, 17; electric power, 
327; government, 11; trade, 13 

M 

M.R.D.C. See Mineral Resources Development 
Corjioration 

Macliinery industry, 344(t), 346(1) 

Maize acreage, 41 (t) 

Malaria, 394 

Malaya, trade with, 59(1), 169-70(1) 
Management, in public enterprises, 448-64; 

sec also Public administration 
Mandalay, 21 

Mandalay College, 366, 402 
Mandalay-Rangoon highway, 533 
Manpower. See Labor 

Manufacturing: cottage and home industry, 46, 
301(1), 344 (t), 345-46, 345 - 46 (t), 348 (t); 
establishments, 46(1), 3.m-“48(t); financial 
data, 300-01(1), 313-14(t); foreign invest¬ 
ment, ^49-51; handicraft industries, 15, 47; 
and K.T.A. reports, 93, 94 ( 0 ? 143-46; 
labor, 33(t), 46-47> 46(t), 344-48(1), 401; 
and Nc Win Government, 263-64; pre- 
World War II, 33(t), 45-47» 46(t); in 
private sector, 346-51, 348(1); production 
statistics, 344-48(t); program implementa¬ 
tion, 299-317, 346-47; state enterprises, 
299-317. 449 
“Marathon Speech,” 233 
Marketing, state, 355(t) 

Martaban Company, 318-19 
Martin, K., yyn 
Maternity centers, 365(1) 

Mating Mating, Colonel, Brigadier, 253, 254, 

261,577 

Mauritius, trade with, 169-70(1) 

Mawchi Mines, 6, 22, 44n, 45, 142, 323, 325, 

342,383 

McCa/Tci)’, Richard, 275 
McConnatighy, Ambassador, 533 
McDowell, Christopher, 350-51 
McMahon line, 385 

Medicine: expenditures, 52; facilities, 38-39. 
103, 104, 364-65, 365(t); medical workers, 
33 (t); and Pyidawtha (amfcrcncc, 103-05; 
see also Mealth 

Messrs. E. D. Zublin, A.G., 287 


Metals. See Minerals 

Midwives, number of, 39 

Mikoyan, Anastas L, 201, 5o8(t), 519, 534, 

535 

Military equipment, surplus, ^24-25, 532 
Military regime of 1958-60. See Nc Win Gov¬ 
ernment 

Military Staff Council, 253, 254, 256 
Milk imports, 525-26 
Millet production, 41 (t), 339(0 
Min Gaung, Bo, 154, 155, 196, 209, 574 
Mindon (king), 21 

Mineral Resources Development Corporation, 
449; establishment, 14s; and foreign special¬ 
ists, 551 (t); loan policy, 157; management 
assistance, 462; merger with I.D.C., 263; 
minerals program, 324-26; organization, 

450 

Minerals, 6, 44-45; exports, 49(t), 660-61 (t); 
and K.T.A. reports, 91, 93, 94(1), 142-43; 
labor, 33(t); and Ne Win Government, 263; 
production statistics, 341 (t); program imple¬ 
mentation, 323-26; sec also Mining; and 
specific minerals 
Mingaladon Airport, 333 
Mingaladon Airport Board, 128 
Mining; financial data, 221 (t). 353-55(1); and 
foreign specialists, 55o(t); and insurrection, 
383; and K.T.A. Cornpichensive Report, 
I35(t), 142-43, 3^3-24, 32611; labor, 44n; 
prc-World War 11 , 44-45; in private sector, 
340-42; program implementation, 323-26, 
340-42; see also Coal industry; Minerals 
Mining consultants. See American consultants; 

Pierce Management, Inc. 

Ministry of Agriculture and Forests, 321, 479 
Ministry of Commerce, 157, 479 
Ministry of Cooperation and Commodity Dis¬ 
tribution, 479 
Ministry of Culture, 479 

Ministry of Democratization of Local Adminis¬ 
tration, 479 

Ministry of Finance and Revenue: budget role, 
433“35. 438-391 and extension service, 295; 
and foreign exchange, 165, 169-72; and 
K.T.A. reports, 93, 120, 125; and Ministry 
of National Planning, 297; and telecom¬ 
munications, 335 

Ministry of Health, 302, 303, 529(1) 

Ministry of Industries: and Economic and 
S(x:ial Board, 157; and fisheries, 318; and 
industrial projects, 219, 231, 314; and joint 
ventures, 315, 515 

Ministry of Land Nationalization, 479 
Ministry of Mines, 462 

Ministry of National Planning: and agriculture, 
295. 297; and budget, 433 - 35 . 4330, 437 . 
440, 443; and Central Statistical and Eco¬ 
nomics Dept., 203, 434, 443; decision to 
retain, 178; and Economic and Social Board, 
237n, 465, 475; and foreign specialists, 
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5*51(1); and Four-Year Plan, 220, 221(1), 
233; and K.T.A. reports, 93, 125--27, 154, 
15411; and National Planning Commission, 
237; organi/ation, 125-27, i54n, 377; and 
program implementation, 155, 158; and 
puMie enterprises, 460-62; and retrenchment 
proposal, 171; and Robert R. Nathan Associ¬ 
ates, 126-27, 555, 5(>o? Task Force 
cfTort, 249 

Ministry of Relief and Resettlement, 479 
Ministry of Religious Affairs, 479 
Ministry of Social Services, 479 
Ministry of Supply, 206 
Ministry of 'I rade Development, 1570; and 
import licenses, 173, 174, 187, 19^, 195, 

206, 208; and imjiort program, 443; and 
Israeli specialists, 462; and retrenchment 
jiroposal, 171; and rice exports, 167, 168, 

176, 255, 437; and U. S. cotton agreement, 

203 

Minority groups, 13, 19 
Missionaries, 552 

Missions; purchasing, 154-55, i55-56n; of 
World Hank, 168-69, 185, 187, 19411, 242, 
244, 378, 503, 540-43 

MoMyitjU, 127, i77n, 202, 203n, 20511, 242, 
25'b‘173 75>654 
Mogok mines, 45 
Monarchy, lo-ii 

Money: currency devaluation, 430- domes¬ 
tic currency, 526-27; exchange rate of ky.it 
and rupee, 36n; policy, 497- 98; reserves, 
660-61 (t); sre also Banking; Finance; 

Money supply, privately held 
Money supidy, privately held: in 1951-60, 
419(1), 66o“6i(t); fiscal year 1954-55, 183; 
fiscal year 1955-56, 199; fiscal year 1956— 
57, 236; fiscal year 1957-58, 251; fiscal year 
1958- 59, 26O; and (iovernmeni budget, 

415, 4 i(»( 0 , 44 fi(t) 

Monkhood: as career, 392; influence of monks, 
12 

Mons (people), 4, 6n, 13, 19, 20; proposed 
Mon state, 57311, 575 
Morrison-Kiiudson engineers, 84 
Moulmein, 48 
Mountbarten, Lord, 59, 60 
Mu River projects, i39(t), 287, 326, 327 
Musgravc, Dr. Richard, 197, 411, 412, 423, 

424, 428 

Mutual Defense Assistance Conind Act (1951), 
5170 

Mya, U, 63 

Mya Scin, Daw, 478n 

Myingyan industrial complex, 139, 140, 142, 

144 

Myingyan steam plant, i39(t), 140, 148, 326, 

327 

Myingyan zinc project, 142, T42(t), 324, 326 
Myitkyina district, 279 
Myosas, system of, 14, 21 


673 

Myothugyis (township chiefs), 11-12, 20 
Myowuns (provincial governors^, 11 

N 

N.U.F. Sec National United Fitiiit 
Nagas (people), 4 

Narnti sugar mill, 278, 304, ^07, 31 i.)(t) 

Nathan, Robert R., 84. ison, 377, ssH; see 
also Robert R. Nathan Associates, Inc. 

Natioti (Rangoon newspa])er), 335, 489, 533 
National Day, 26 
National debt. Sre Debt 
National Fconomy Committee, 229, 2 30, 231 
National Fitness Council, 104 
National Housing Hoanl, loi, 449-, chairman, 
450; financial data, 426(1); and foreign 
sjiecialists, 551 (l); ojicrations, 427; and 
Rangoon teleplione project, 335; and tele¬ 
communications })rogiam, 441; and U. S. 
loans, 529(t) 

National Planning Hoard, 93 
National Planning Commi.ssK»n, 249, 250. 462, 
467, 474; replaces Eiconomic and Social 
Hoard, 237 

National registration, 260 
National United Front, 203, 245-47, 487, 568, 
574 

Nationalism, in British Burma, 23-30 
Nationalization, 65; effect on economy, 491 •• 
93; in industry, 379, 492-93; of land, 09- 
100, 136-37, 147, 263, 291-94, 293(t), 

492; and Pyidaungsu Government, 571; see 
also Public enterprises 
Nats (spirits), 396 
Natural resources, 5-6 

Nc Win, General; and Defense Services Insti¬ 
tute, 576; as Deputy Prime Minister, 69; 
elected Prime Minister, 248; and proposed 
mills, 531, 53in; and Rangoon projects, 530; 
and U Law Yonc visit to U. S., 533; sec also 
Nc Win Government 

Ne Win Ciovcrnmenl (1958-60), 252-66, 568- 
69; and administration, 256-57, 380, 384; 
and cattle slaughter, 5n, 394; and cost of 
living, 257-59; and finance, 265-66, 412; 
and foreign aid, 262, 530-33, 544, 576; and 
housing, 367; and import registrations, 575; 
and industrial development hank jiroposal, 
317; and Insein road improvement, 334; 
and insurrection, 385-86; and joint venture 
companies, 343; and Martaban Corniiany, 

319; and price levels, 363; and private sector, 
262; and public enterprises, 463-64; and rice 
mills, 531; and stale industrial enterprises, 
301-02; and steel mill, 305-06 
Ng,api (fish i)aslc), 43 
Nu, U (or Thakin Nu), 280, 6on, 71 ri; and 
A.F.P.F.L., 225, 244-49, 568-69, 5690, 

570, 574; A.F.P.F.L. Congress speech, 239- 
40; and anti-inflation program, 204-05; and 
brick and tile factory, 472; and Burmaniza- 
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Nu, U {Contd,) 

tion i)olicy, 572; and cattle slaughter ban, 
5n; and centra)izt*d procurement, 2or)n; as 
Chairman of A.R.D.C., as Chairman of 
J..R.D.C., 296; on civil service, 405; on 
Oimmunists, 75; compromise program (May 
1948), 70, 7on: and Constiliiiion of 1947, 
62-63, ‘tnd Defense Services Institute, 
576-77; on democracy, 57<Wi; :tnd develop¬ 
ment program, :?34-35, 242-43; and Eco- 
nfMTiic and Social Board, 467-68, 469; and 
economic programs, 70-75, 750, 82; econ¬ 
omy, review' of, 233-36, 613-33; and Eisen¬ 
hower, 520-21; and finance, 184, 411; and 
foreign exchange crisis, 177, 181-82; on 
foreign technicians, 547; and Four-Year 
Plan, 224-33, 571; and government- 
imjirovemcnt program, 227-29; and govern¬ 
mental powers, 488; and honesty in office¬ 
holders, 296, 29611, 454; and hostels for 
medical students, 470; and housing policy, 
504; and industrialization, 71, 7in; and 
insurrectir)!!, 68-69, 69^1; and K.l’.A. Repoit, 
83-84, 8411; and Kyaw Nycin, U, 244-45, 

500; and National Planning Commission, 
237; and nationalization, 571; on Ne Win 
('rovernment, 252; and iiharmaceulicals 
plant, 302; on private sector, 156, 337; on 
program implementation, 159-60; and 
public administration, 490; and public enter¬ 
prises, 463; and Pyitlaungsu Government, 
569-77; on Pyidawlha, 96, 9611; and Ran- 
goon-Mandalay highway, 533-34; and Ran¬ 
goon University, 29; and relations with 
outside world, 398; rcjiort to people (Sept- 
27, 1957), 233-36, 613-33; resignation 
(i95(>), 207n, 2io; resignation (1958), 248; 
return to prime-ministership (iQ57), 224; 
return to prime-ministershif) (i960), 264- 
65, 569, 573; and rice redistribution, 165-66, 
499; and Robert R. Nathan Associates, 559; 
and security assumption, 377; and Soviet 
“gift” projects, 534, 535; and Soviet rice 
sale, 5 36; and Standing C'ominitlec for Super¬ 
vision and Coordination, 205n, 463, 471; 
and Three-Year Plan, 199; trips abroad, 181, 
186; and U. S. loans, 177, 181-82, 209, 517; 
and World Bank, 541 
Nu-Tin group. Srr “('lean” faction 
Nurses, 39, 103, 3f>5(0 

o 

O.E.C'.D. See Organization for Economic Co¬ 
operation and Development 
O.CJ.L. See Open General License 
Ohn, U, 243 
Oil. See Petroleum 

Okkalapa housing program, 257, 367 
One-party domination, danger of, 586-87 
Open General License (O.G.L.), i73-7-1» *750^ 
176, 186, 187, i88(t), 206, 207, 2i3(t), 

215, 217, 219, 239, 239n 


Open letter tt) U Nu (in Guardian), 489-90 
Organization. See Public administration 
Organization for Economic Coojieralion and 
Development, 609-10 
Ottamu, U, 26-27 
Output. See Production 
Overseas Consultants consortium, 84 
“Oxford I'xonornists,” 77n 

P-Q 

P.L. 480 programs: financial data, 417(1), 
419(0; first (i 956)» 194, 195, I95n, 

202, 212, 437-3S, 508 (t), 5 10-II (t), 516- 
19; implementation, rupee funds, 

227; second (1958), 218, 220, 243, 509- 
ii(t), 521-24; surplus U. S. commodities, 
182, 202, 20911, 375, .}M, 499, 606; and 
textile imports, i86n, 19511, 227, 437-38 
P.V.O.\s 68 

Paddy. See Rice production 

l^igoda building and maintenance, 389-90 

Pakistan: study mission to, 317; trade with, 

169-70(0, ^38-39 

Palaung-Was (people), 6n 

Pan American Airw'ays, 530 

Panglaung hydroelectric project, 139(1), 326 

Papanek, Gustav F,, 5930 

Paper Board, 1 28 

Parliament of Burma: and A.F.P.F.L., 245-46, 
487; and (Jeneral Ne Win, 254; reform of, 
5791 and Union of Burma Investment Act, 

351 

Passengers, railway, 332(t), 360, 362(t) 
Pawnshop Board, 450 
Pawnshops, nationalization of, 345 
Pay. See Wages 

Payagyi community development project, 367 
Peanuts. See Groundnuts 
Pegu, Kingdom of, 4; see also Lower Burma 
Pegu Division, 294 

Pegu hydroelectric plant, I39(t), 140, 148, 326, 

327 

Pegu Yomas, 3 
Pension payments, 52 
People’s China. See China 
People’s Comrade Party, 247 
Peres, Shimon, 243 

Petroleum: British firms, 45; Chauk oil fields, 
142, 323; and Eight-Year Program, 362(1); 
exports, 44, 49(t), 50; labor, 33(1), 46, 

46(1); iiroduction statistics, 44, 34i(t); 
program implementation, 325; reserves, 6 
Pharmaceuticals industry, 302(t), 3i3-i4(t); 

plant, 300-05, 312, 464 
Pierce Management, Inc., 80, 85 
Planning, 621-22; economic, 597-98; priorities, 
503-04; see also Eight-Year Development 
Program; K.T.A. Comprehensive Report; 
K.T.A. Preliminary Report; Ministry of 
National Planning; Pyidawtha Conference 
Plywood plant, proposed, i44(t), 319, 320 
Poland, trade with, 186, i88(t), I9i(t), 499 
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Police expenditures, 52 
Police Loan, 509(1), 532 
Pong^yis (monks), 26-27 
Pojmlation, 3, 4, 5-6; characteristics, 6-9, 368; 
growth, 18-19 

I’ort of Rangoon Authority. See Rangoon: port 
program 

I’orts, 48; and K.T.A. reports, 94(1), 135(1), 
140, i4T(t), 331 
Post offices, number of, 48 
Power industry: financial data, 221 (t); and 
K.l'.A. reports, 94(1), i35(t): see also 
Llectric power 

Price policy, (;o\ ei iiment, 40(1 so2 
i^rices, consumer: and Eight-Year Program, 

363; fiscal year 1953-54, 198(1); fiscal year 
1951-55, 183, iQ8(t); fiscal yeat 1955-56, 
196-99, 19611, I98(t): fiscal yeai 1956-57, 

2 ;6; fiscal year 1957-58, 251; indexes, 
i98(t), 213-15(1), 660-61 (t); and Nc 
Win C^overnment, 255, 257-59; Prime 
Minister's report on, 618-19 
lYices, rice export, 138, i6x, 163, 164, 183, 

238, 371-75, 372(t), 499-50» 

Prime Minister, (ifiicc of, 125-26; see also Ba 
Svve, 11 ; Nr Win, (P.ncral; Nii, U 
Printing establislirnents, 46(t) 

Piiorities: and economic policy, 503-04; 
program, 217-36; see also Idght-Ycar De¬ 
velopment Program 

Private sector: agriculture, 338-40; banking, 

34 3-45; capital formation, 114(1), 336-38, 
356, 358-59(1), 359, 36i(t); construction 
industry, 345; cottage and home industry, 
345-46, 348(1); entrepreneurship in, 

591-92; foreign trade, 342-43, 343(0, 
66o-6r(t); forestry, 340; industry, 315, 
345-51, 496; insurance, 343-45; investment 
in, 113-16, 119, 262, 316-17, 337-38, 
502-03, 630-32; investment, foreign, 

349-51; loans to, 301 (t), 316; manpower 
problems, 407-08; manufacturing, 346-51, 
348(1); mining, 340-42; and Nc Win 
(iovernmenl, 262; program implementation, 
156-57, 336-51, 588-90; realizing potentials, 
604; transportation, 345 
I^roccssing agreements, textile, i97n, 202-03, 
205,522-24 

Procurement of supplies, 206, 2o6n, 426, 449 
Production: agriculture, 41 (t), 339 ( 0 , 372(t), 
660-61 (t); cottage and home industry, 
344-46(1), 348(1); electric power, 

328 -29(t); goals and achievements, 362(1); 
indexes (1938-60), 660-61 (t); manufac¬ 
turing, 344-48(1); minerals, 34* (0 5 
pctroleutn and products, 44, 341 (t); 
timber, 321 (t), 660-61 (t) 

Productivity, biirmesc attitude toward, 392-94 
Profits, Burmese attitude toward, 395 
Programing: function of, 125; problems of, 
432-47; see also Eight-Year Development 
Program 


Progress-reporting function, 125-26 
Prome-Taungup road, 334 
Public administration: and bntish rule, 478; 
and Burmese culture, 395--96: ainl corriip 
tion, 406-07; democratization of local, 
107-08; and development corpr)rafions, 
127-28; improvement of, 218, 460-64, 
602-03: and K.T.A. reports, 92-95, 125 20; 
and Ne Win Government, 256-57; need lor, 
579-80, 588; and nc}>otism, 406; praciicf s 
and [iroceilures in, 483-"86; and private 
sector, 94. 129; shortage ol administrative 
l>ersonnel, 480; and state boards, 128; 
and technical assistance, 546-62; weakness^ 
in, 22S 29, 377-78, 4t>6-o7, 453-55. 

477-9fj; workers in, 33(1): see also Boards, 
state-owned; Government service; Public: 
enterprises 

Public Administration (anmnission, 575 
Publii Administration StTvices cost accounting 
team, 462-63 

Public entcTprises: and K.T.A. reports, 92-94, 
460 62; management problems, 4.}8 64; 
organization, 450-51; iy)ies, 448 -50; sec aUo 
Boards, state-owned; Development corpora¬ 
tions; Public administration 
Public health. See Health 
Public investment. ,SVe Investment 
Public I.aw 480. See P.L. .;8o programs 
Public utilities; enterprises, 448-49; financial 
data, 355(t); see also (xnnrminications; 
Idcctric power; Tiansportation 
Pulses, production of, 41 (t), 339(1), 362(1) 
Purchase missions, 154-55, 155-5611 
Pyc, Lucian, 395, 3950, 397 
I’vulaungsii (iovernment, record ol, 569-78 
Pyiclaungsu (Union) Party, 264-65, 569-70, 
574. 579 

“Pyidawtha,” meaning of, 96 
Pyidawtha community dcvclo}imcnt projects, 
367 

Pvidawtha Conference, 80, 81, 96-109, 291, 
3*9,373 

Pvidawtha grants. 221 (t), 353 -54(1) 

Pyidawtha Plan, 106-07; ^l^o Eight-Year 
Development Program 
Pyinmiiia Agricultural Training School, 295, 

403 

Pyinmina State Experimental Farms, 279 
Pyinniina sugar mill, 278, 304. 307, 31 3(1), 

3*4(0 

Quarrying industry, 355(1) 

R 

Racial constitution of population, 6 -7 
Radio facilities, 48 

Railways; freight, 3 .;2(t;, 362(1), 660- 61 (t); 
and K.T.A. reports, 94(1), 135(1), 140, 
Mi(0, 33G labor, 33(*). 37. 46(1); pas¬ 
sengers, 332(1), 360, 362(1); pre-war 
statistics, 47; program implementation, 
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Railways {Contd.) 

^ \ anil Pviilawtha C'linference, loi; 
workshops, 46(1) 

Railways Roard. See Union of Burma Railways 
Board 

Rani^oon, 48, 8r; automatic dial telephone 
system, loi, 141, i 41 (f), 3-^5; consumer 
price index (19^8-60), 660-61 (t); electric 
power, 327 -^0, ^29(1), 660-61 (t); housing?, 
102, 257; industrial complex, 139, 140, 

144; port prop:ram, 101, 140, 141 (t), 208, 
33^, 426(1), 44S. 342; Soviet “«iit'’ proj¬ 
ects, 5 ;'S -56; water and sewera^^e projects, 

530, 

Ran^roon Electricity Supply Board, 140, 326, 
327, 426(t), 438, 448, 452, 460; see also 
Electricity Supply Boanl 
Rani^oon-Mandal.iy highway, 

Raschid, U, 29; and A.F.P.E.L. reform, 574; 
capability of, 4510; as Chairman of National 
Ilousin)? Board, 430; and foreign exchange, 
178: and foreign trade, 168, 193-95, 204, 
206, 209, 210; and Fnur'Ycar Plan, 21111, 
226; and hostels for medical students. 470; 
and housing, 101-02; and loan from India, 

182, 517; as Minister of Mines, 326; and 
national planning, 237, 246; and National 
Planning Commission, 474-75; and rice 
agreement with India, 204 
Receipts. See Revenue 
Red Flag Communists, 60 
Rehabilitation Brigade, 403, 449-50 
Rchahilitaiion C'onference (1947), 64 
Religion, 12-13; I'^'Iigious workers, 33(t); see 
also Buddhism 
Rentiers, number of, 35(t) 

Reparations, Japanese, 163, 168, 169, 327, 331, 
35 .V- 54 (t), 41 U 4 i 7 (t), 4 i 9 ( 0 , 422(1), 

438, 444-45(t), 5<>8 -ii(i), 509, 512-15, 

'544 

Research: agricultural, 271(1), 294-95; and 
foreign specialists, 550-51 (t) 

Reserve Bank of India, 52 
Resources; appraisal of, 436-38; mobilization 
of, 59S-600; use of, 360, 361 (r), 615 
Revenue; farm, 42; Government, 51-52, 51 (t), 
122-23, I22(t), 4 i 3 (t), 4ib(t), 422(t), 
444(t), 44^>(t); land, 51, 51 (t), 122(1), 123, 
422(t), 423-24; in public sector, 4i4(t), 
417(1), 419(1), 445(r); sec also Taxes 
Rice bran oil, 144 ( 0 » M 5 
Rice Control Board (World War I), 26 
Rice exports: in British Burma, iq; budget 
estimates, 436-37; direction of, 169-70(1); 
fiscal year i953“54. 161; fiscal year 1954-55? 
164-65, 182-83; fiscal year 1955-56, 194, 
215-16, 272-73; fiscal year 1956-57, 236; 
fiscal year 1957-58, 238-39, 250; fiscal year 
1958-59, 255; fiscal year 1959-60, 263, 266; 
future needs, 578; goals and achievements, 


362(i); and (Jovernment finances, 410, 411, 
425; and K.T.A. Comprehensive Report, 

119; and Nc Win Government, 255, 263, 
266; in iire-British P>urma, 14; pre-World 
War II, 5, 49(t); prices, 138, 161, 163, 164, 
183, 238, 371-751 372 ( 0 ? 499 " 5 «i; and 
S.A.M.B., 91, 118, 122, 138, 162, 167, 176, 
238, 255, 424-25: sales agreements, 161, 

194; U. S. disposals of rice, 20T, 208, 499; 
volume and value, 169(1), 170(1), 362(1), 
372(t), (1938-60) 660-61(1); see also 
Barter trade 

Rice Marketing Board, 59 
Rice (paddy) production, 272-75; in British 
Burma, 18-19, i8n; chemical fertilizer in, 
138; cflfects of war on, 136-37; and export 
price assumption, 371-75; financial data, 
271(1), 355(t): goals and achievements, 
362(1); anti K.T.A. ('omprehensive Report, 

137; labor, 33(t), 46, 46(1); milling, 143, 
271 (t), 283-85, 286 (t); and Ne Win 
Government, 263, 266; prc-World War II, 
33(0. 37 ? 41 ? 4 >(l)? 4 fi(t)» 339 (t); Pro¬ 
grams, 282-86, 286(t); and Pyidawtha Con¬ 
ference, 99; short paddy crop (1957-58), 
238; storage program, 282-83; volume, 

3 39 (t), 362(1), .372(1), (i93l'- 60) 

600-61 (t) 

Richards, C. P., yn 
Riots, race-motivated, 27, 29 
Roads. See Highways 
Robert R. Nathan Associates, Inc., 84, 85, 
i 59 n, 171*^? i9fin, 203n, 255n, 411 n, 4i2n, 
459n; arrival in Burma, 80; dismissal from 
Burma, 262-63; Draft Agreement recom¬ 
mendations, 538; and rCconomic and Social 
Board, 126, 555, 558-59; experience in 
Burma, 555-62; field staff in Burma, 659; 
and Japanese reparations, 57; and Ministry of 
National Planning, 126 -27, 555, 560 
Rosen, Martin, 242, 543 
Rosenberg, Nathan, 592n 
Rowe & (>)., 261 
Rubber industry, 281 
Ruby production, 44 
Rumania, trade with, 499 
Rupee, exchange rate of, 36n 
Rural health centers, 365(1) 

Russia. See Unitin of Soviet Socialist Republics 
Ryukyu Islands, trade with, 169-70(1) 

s 

S.A.M.B, See State Agricultural Marketing 
Boar<l 

S.C.S.C. See Standing Committee for Super¬ 
vision and Coordination 
“Sabape” loans, 43n 

Saingdin Falls hydroelectric project, 66, 139, 
1.39(1), 148, 326, 327 
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Salaries. See Wages 
Sales tax, i22(t), 123 
Salween (river), 6 
San Lin, U, 167, i73n 
Sanitation program, 104 
Sao Pyc, 539 
Sapir, Pinchas, 243 
Sapphire production, 44 
Savings, attitude toward, 390-91 
Sawmills: capacity, 322; labor, 37, 46, 4^(1); 
proposed, I44(t), 319; sawyers, number of, 
33(t); set up by S.T.B., 319-20 
Saya San Rebellion (1930), 28 
Schools. See Education 
Schumacher, E. F., 379, 379n 
Scott & Co., 261 
Sebald, William J., 164 
Secretariat, 107 

Sector programs: implementation, 269-351; 
and K.T.A. Comprehensive Report, 134-49; 
weaknesscss in, 378-79; see also Private 
sector 

Security: and ILS.I., 386-87; defense ex¬ 
penditures, 51 (t), 221 (t), 352, 353-54(t), 
421, 436; improvements, 274; and insurrec¬ 
tion, 68-69, 382-87; and Ne Win Govern¬ 
ment, 259-60, 385-86; problems, 382-87; 
program implementation, 377 
Seers, Dudley, 770 
Scin Win, 2250, 245n 
Sesarniim industry, 41(1), 339 ( 0 > 3b2(t) 

Shan States, 5, 201, 289, 539 
Shans (people), 4, 6n, 13 
Shinpyu (ceremony), 12, i2n 
Shipping: pre-World War II, 48; program, 

332-33 

Shipping Board. See Union of Burma Shipping 
Board 

Silk industry, 301, 302(1), 313(t) 

Silver production, 44, 341 (t); see also 
Bawdwin Mines 
Simon Commission, 27 
Singapore, trade with, 169-70(1) 

Sittang (river), 6 

Soap industry, 344 ( 0 » 34^(1) 

Social services: financial data, 221 (t), 
353-54(t); improvements, 364-68, 
365-66(1), 601-02; see also Education; 
Health; Housing 
Socialist Party, 29 
Soe, Thakin, 60 

SoeTin, U, 177, I77n, 254, 513 
Soviet Union, See Union of Soviet Socialist 
Republics 

Special assLstance grant (i 959 )» 532-34 
Special Projects Implementation Board, 294, 
300, 449 

Specialists, See Foreign technicians and 
specialists 

Specialized manpower. See Labor 


Spinel production, 44 
Spirits, projMtiation of, 396 
Spiritualists, influence of, 396 
“Stable” faction (Swe-Nyein group), 245, 

246,264-65, 2640 

Standing Committee for Supervision and Co¬ 
ordination (S.C.S.C.), 20511, 219, 463, 

471, 654 

State Agruiihura! Ilink, i ti: and capital e\ 
f’erulitures, 270; and credit needs, 4()8; ex¬ 
pansion, 504; loans, 290-91, 292(1); and Ne 
Win (iovernment, 263; and village banks, 
124, 290-9r, 292(1) 

State Agricultural Marketing Board (S.A.M.B.), 
449. 624; consultants’ recommendations, 
179-80; and Government finances, 226, 410, 
4IS, 418, 421, 424-25, 428, 4^6-:^7; and 
gunnies, inventory accounts, 458; 

invoicing and collections, 175; and uiie mill, 
■io6, 457: and organizaiioii, 461, 462; i>er- 
sonnel, 462; and jirice policy, 500; and rice 
cxjiorts, 9T, n8, 122, 138, 162, 167, 176, 
238, 255, 424"-25; and rice milling, 144, 
283-85; and rice storage, 282-83, 296; and 
U. S. loans, 529(1) 

State boards. Sec Boards, stale-owned 
Stale Commercial Bank, 226, 343, 450 
Slate Insurance Board, 345, 450 
St.ite Mcdual ,Sior( s Board, 45(> 

Stale ownership of industries, 65; see also 
Nationalization; Public eincriirises 
Stale Sugar Board, 128, 280 
State Timber Board, 4.19; financial data, 
and forcstiy program, 3i(;-2^; 
potentials, 427; and profits, 122, 457; and 
timber exports, 455: and U. S. loans, 529(1) 
Statistical and Economics Dejiarimcnt, Central, 
126, 154, 203, 560 
Statistical data, inadec]uacv of, 443 
Status, in Burmese society, 389-94, 305-96 
Steam jilants, 139(1), 140, 148, 326, 327 
Steel Brothers mills, 319, 320, 350 
Steel industry: financial data, 302(1), 

313-14(1); mill, 301, 305- 06, ^12; j)roducis 
plant, 144(0, 145 

Straits Settlements, tr.ide with, 50(t) 

Strikes: dock strike (1930), 27; students’ 

(1920' 21), 25; students’ (1935)^ 29 
Subsidy payment.s, 272 
,Suez Canal, 19 

Sugar industry: cane production, 41 (l), 

278-80, 3 39(t); mills, 278, 3.J 1, 304, 

307-08, 312, 313-14(1), 492 
Sulfuric acid plant, 144(1) 

Supervision. See Public administration 
Surplus-commodity sales, 197, 411, 524-25, 
532, C06-07 

Survey of Manufactures (i 957 )i 345-4^ 
Swc-Nyein group (“Stable” faction), 245, 246, 
264-65, 2640 
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T 

T.A.M.S. See Tippctts-Abbett-McCarthy- 
Straiton 

Taikthugyis (circle headmen), 19, 20 
T.'irifT Fioard, 128, 157, 158 
"larifT policy, 499 

Task Forces. See Foreign technicians and 
specialists 

Taunggyi hospital, «535. 539 
Taungpalu Dam, 286 
Taungup-Promc road, 334 
Tavoy District, 325, 385 
'Faxes: in British Burma, 21, 26, 27; enforce¬ 
ment, S9 q; and C^overnment finances, 

T22(t), 42 i-:! 5 , 422(1), 428, 433 , 444 (t); 
income taxes, si~52, 51 (t), I22(t), 123, 
1230, 422(t), 423, 444(r); and K.l'.A. 
Comprehensive Report, 121-24; in pre- 
British FUirma, 14; sales tax, I22(t), 123 
'rea packing industry, 3 ''!, 302(1), 3i3(t) 
Teacher training, 403, 404 
Teak industry: and Eight-Year Program, 
319-22, 362(1); exports, 5-6; production, 
43-44, 321 (t), 660-61 (t) 

'Feclinical and economic assistance program 

(1950-53), 508(t), 51S-16 
Technical assistance, problems of, 546-62; see 
also American consultants; Foreign tech¬ 
nicians and specialists 

Technical Assistance Administration, 548(t), 
55 « 

IVchiiical Cooperation Administration I^rogram, 
80, 5 r 5-16 . 

Technical Institute at Insein, 403 
Technicians. See Foreign technicians and 
specialists 

Technological Institute at Insein, 535 
Telecommunications, 33';: and K.T.A.Coni' 
prehensive Report, 135(1), 141, 141 (t)^ 
radio facilities, 48; telegraph system, 48 
Telecommunications Department, 335, 462, 

529(0 

Telegraph system, 48 

Telephone systems, 48, 141; l^angoon automatic 
dial system, toi, 141, 141(1), 335 
Tenant farmers, 20, 35 (t), 293-94 

Tenasserirn coastal strip, 3; .agriculture, 294; 
annexation, 17; climate, 4; fishing, 5; 
mining, 219, 323, 325, 342, 383; rice 
acreage, i8n 

'Fextilc industry: imports, i89(t), 191-92(1), 
195-96, 198(0, 2i2(t), 219-20; labor, 
33(1), 344(0, 346(1)*, production statistics, 
344(0, 346(1), 348(1); spinning and 
weaving mill, 301,310—12; see also Cotton 
industry 

Textile-processing agreements, igyn, 202-03, 
205, 522-24 
Tha Kin, Thakin, 245 
Thakcta housing program, 257, 367 


“Thakin,” meaning of, agn, 574, 574 n 

Than Tun, Thakin, 60, 62, 68, 247 

Thant, U, 164, 172, i76n, 473 

Tharawaddy district, 244 

Thayctmyo cement mill, 301, 492, 501 

Thcin Pc, Thakin, 60 

Thet Su, U, i66n 

Thet Tun, U, 27011, 374n 

Thihauw, King, 17-18, 21 

Tliingangyun, 102 

Thitson Dam, 287 

Three-Year Plan (beginning 1056-57), 
199-200, 210, 21in 
'i’hugyis (village headmen), 19, 20 
Tile. See Brick and tile plant 
'Firnhcr Fhiartl. See Slate Timber Board 
'Fiinbcr industry, 43-44; cxj)orts, 5-6, 49 (t), 
660—61(1); production statistics, 321 (t), 
66o-6i(t); program implementation, 
.319-23, 362(1) 

Tin, U, 125, 158, 171, 196, 239. 240, 241, 
4690,488, 574 

Tin Maung, U, i76n, i77n, 202, 205n, 288, 
473. 653, 654 
Tin Pe, Brigadier, 254 
Tin Pe, U, 126, 164, 177, 303, 475 
Tin production, 44, 341(1); see also Mawchi 
Mines 

Tin Tut, U, 63 
Tin IT, U, 296, 574n 
Tinker, Eliigh, 59n, 68, lOon 
Tippetts-Abhetl-McCarthy-Stratton, 287 
Tobacco industry, 281; acreage, 41 (l); financial 
data, 271(1); labor, 344(1), 346(1); produc¬ 
tion statistics, 3^9(0. 344(0. 346(0. 348(0 
Tractors, use of, 288-89 
Trade, foreign. See Foreign trade 
Trading companies, joint venture. See Joint 
ventures: trading companies 
I'ragcT, Frank N., 64n, 225n, 378, 378n 
Transportation, 13-14: in British Burma, 19; 
financial data,22i(t), 352, 353~55(t); and 
insurrection, 382, 383; and K.T.A. reports, 
91, 93, 94(1). 135(1), 140-42, 141(1). 331; 
labor, 33(1), 37, 401; pre-World War II, 
33(0, ^7, 47-48; private carriers, 345; 
program, 330-35; and Pyidawtha Con¬ 
ference, 100-01; and 'rwo-Year Plan, 66, 67; 
see also Airways; Railways; Waterways 
transportation 

Tun Thaung, U, 242, 245, 474 
Tun Thin, Dr., i66n, i77n, 202, 536, 53611 
Tun Tin, U, 328 
Tun Wai, U, 43n 
Tun Win, U, 245, 45in 
Tungsten production, 44, 341 (t); sec also 
Mawchi Mines 

Two-Year Plan of 1948, 64-68, 81, 148, 149 

u 

“U,” meaning of, 574, 5740 
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IJ.B.A. See Union of Burma Airways Board 
U.S.S.R. See Union of Soviet Socialist Republics 
Unilever, 349 

Union Bank, 162, 165, 167-68, 219, 226, 

Union (jovernment. See Pyidaungsu Govern ^ 
in cm I 

Union of Burma Airways Board, 448; financial 
data, 426(t), 427-28; flij^hrs, and 
foreign specialists, (t); operating ex¬ 
perience of, 452-';3, 4*58-59, 4590; and 
Viscount aircraft purchase, 1720, 

Union of Burma Investment Act, ^51 
Union of Burma Purchase Board, 426-27, 
426 (t), 449 

Union of Burma Railways Board, 448: and 
budget allotments, 441; and coke and coal 
supplies, i8in, ^26; financial data, 426(t), 
427; freight rates, ^45, 427; and private 
agencies, 24:5; training program, 403; and 
World Bank, 208, 542 

Union of Burma Ship[ung Board, 448; financial 
data, 426(1); and K.T’.A. Comprehensive 
Refjort, 140, 141 (t); program, 140, 3^2; 
and timber exports, 455; and U. S. loan. 

Union oi ('ivil Service kmploxees, 68 
Union of Soviet Socialist Republics: aid to 
Burma, 104, i04n, 201, 219, 2190, 262, 
508(1), 510-71 (t), 534-40, 54 '>^ credits 
from, 204n, 206, 218, 411, 417(1^). S<o(t); 
technicians from, 403, 548(1), 549, 
trade with, i69-7o(t), i8in, 188(1), 191 (t), 
209, 498-99, 511, 5i2n, 5 '? 4-37 
Union Parry. See Pyidaungsu Party 
United Kingdom; British rule in Burma, 17-30, 
56-60, 478; compensation payments from, 
492; debt repayment to, 175, 419(t); 
economists from, 76-78; processing agree¬ 
ment with, 205; U’chnicians from, 404, 
548(t); trade with, 1 3, 50, 5o(t), i69(t), 
T7o(t) 

United Nations: advice on public administra¬ 
tion, 489; Food and Agriculture Organiza¬ 
tion, 282, 375, 548(r), 550; International 
Labor Organization, 548(t); International 
Monetary Fund, 185, 190, 200-0r, 411, 
417(0, 508(1), 5io-ii(t), 544; technical 
assistance from, 316, 402, 403, 462, 548(t), 
549-51, 553-';4, 607-08, 6to; World 
Health Organization, 548 (t), 549; sec also 
World Bank 

United States; aid to Burma, 7 f>- 77 , 84-85, 
508-1 i(t), 515-34, 605-07, 608-12; cotton 
purchase agreement, 197, 202, 519, 522-24; 
rice disposals, 201, 208, 499; surplus com¬ 
modities from, 182, 197, 202, 209n, 411, 

499, 524-25, 606-07; technical assistance 
from, 548(1), 549; trade with, 5e(t); see also 
tinder Loans to Burma; and P.L. 480 
programs 


University Act of 1920, 25 
I University of Rangoon, 25, 29, 39-40, 176, 

232, 3f)0, 402, 538; Students Association, 20 
University of Utah, 462 
Ujipcr Burma, 11, 21; agriculture, 41; an 
nexation by British, 17; land tenure. 137 

V 

Veget.ahle production, 41 (t) 

Wtennary Iicpartmcnt, 294 
Wterinary rescarcli, 271(1) 

Vetennaty Research Institute, 295 
Village h.inks, 124, 29c>-9i, 292(t) 

Village life. 14-16 

yfirglnia tobacco. See Tobacco iiulustrv 
Viscounts (planes), purch.ise of, 3 3^-34 
Von Monroy, Dr., 319 

w 

Wages: farm, 420; Government pav scales, 

481, 482(1); firc-Worhl War 11 , 36-38, 

37 38(1): in 1953 and 1957. 368 
Wallboard }>lanr, proposed, f44(r), 319, 3-(> 
War Damage Claims (Aimmission, Buimese, 57 
Was (people), 4 

Water resources fuogram, 92; see also Llectric 
power; Irrigatkiii; Waterways transportation 
W.ifcrways transportation: pn -Woild War IL 
33(0, 47; and K.T.A. reports, 94(t), i 35 (l), 
140-41, 141 (t), 332; see also Inland Water 
Trans|iur? Board 
Welfare. See Social services 
West Germany: credits from, 218, 301; proces¬ 
sing agreement with, 205; technicians from, 
548(t) 

Wheat production, 339(t) 

White Flag Communists, 6n, 68 
White Payier, British (1945), 58 
While Paper Report (1918), 24-25 
Win, U, 126, 574 
Win Pc, U, 205n, 653, 654 
Wisara, U, 27 

Women: and decision-making, 395; and 
jewelry, 389n, 390-91; in lalior force, 

32-34; literacy rale, 39; status of, 9, 15 
Wood. See Timber industry and Wood 
products 

Wood products, 344(1), 346(1), 348(1) 

Work. See Labor 

World Bank; aid program, ^07, 6to-i 1; and 
Canadian experts in Burma, 220, 462; 
missions of, 168-69, ‘85, 187, 1940, 242, 
244, 378, 503, 540-43: relationship with 
Government, 244; see also under Loans to 
Burma 

World Health Organlzatitin, 548(1), 549 
World War II: and Burmese independence, 
56-61; prc-World War II economy, 31-55 
Worswick, G. D. N., 77n 
Wundauks (officials), 11 
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Wunpyis (ministers), ii 
Wycelkowski, Mark, 434 

X-Y~2 

Yadanabon mine, 324, 326 
Yanicthin District irrigation ]irojcct, 139(1), 
286, 287 

Yeast tablets, distribution of, 303-04 


Young, Kenneth, 200, 20on 
Young Men’s Buddhist Association, 24-25 
Yugoslavia: technicians from, 403; trade with, 
169-70(1), i88(t), 191 (t) 

Zeyawaddy sugar factory, 278, 307, 3i3(t), 
492 

Zinc industry: development jirojccts, 142, 
142(1), 324, 326; production, 44, 341(1); 
see also Bawdvvin Mines 
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